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FOREWORD 


Ontario’s 2010 Speech from the Throne sets out a five-year plan to 


Open Ontario to new jobs and economic growth. 


The Open Ontario plan lays the foundation for the Province to seize new 
global opportunities and turn them into jobs for Ontarians. It positions 
Ontario to emerge from the global economic recession and return to 


a sound financial footing. 


Before the global recession, growth in spending on programs and services 
by the McGuinty government did not exceed growth in revenues. 

When the global economic recession occurred, it hit Ontario harder 

than other provinces, due to its manufacturing and forestry sectors. 
Government revenues declined steeply. In fact, no other Canadian 
jurisdiction experienced a sharper decline in corporate tax revenues 


between 2007—08 and 2009—10 than Ontario. 


The McGuinty government made a choice to help lessen the impact of 
the recession on Ontarians, through short-term stimulus investments 
that created jobs and helped restore growth. The government also made 
a decision to protect education and health care. As a result, Ontario, like 


other jurisdictions in Canada and around the world, has a fiscal deficit. 


The 2010 Budget forecasts a deficit of $21.3 billion for 2009-10, down 
from the $24.7 billion projected in the Fall 2009 Ontario Economic Outlook 
and Fiscal Review. The deficit is projected to be $19.7 billion in 2010-11. 
The Budget lays out a plan to cut the deficit in half in five years and 
eliminate it by 2017—18. 


Continuing investments in Ontario’s future are necessary to create jobs, 


boost economic growth and protect schools and hospitals. 
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Confronting the current fiscal challenge is also necessary. The government 
must manage spending, in spite of escalating and competing demands 
from Ontarians for scarce resources. It must do so to protect priority 
investments and sustain the progress made in Ontario’s schools and 


hospitals. The government's plan achieves this balance. 


The McGuinty government has a realistic and responsible plan to 
eliminate the deficit in eight years. It will cut the deficit in half in five 
years. The plan does not put job creation and economic growth at risk 
by cutting too much too soon, nor does it spend as if there is no deficit. 
This will allow the government to balance the budget while building the 


foundation of its Open Ontario plan. 


The government will lead by example, and Ontarians paid by tax dollars 


will have a role to play in the prudent management of resources. 


This Budget sets out the next steps in the Open Ontario plan for jobs 
and growth. It also lays out the government’s balanced and responsible 
plan to manage spending, eliminate the deficit and secure the province’s 


long-term financial sustainability. 


Building on Six Years of Progress 


When the McGuinty government took office in 2003, it laid out a 
prudent and responsible plan to improve schools, hospitals and other 


public services that Ontarians value, while eliminating the hidden 


$5.5 billion fiscal deficit it had inherited. 
The plan is delivering results. 


Class sizes in Ontario’s schools are smaller and test scores are higher. 
There are 120,000 more students in Ontario colleges and universities 
because of the government’s 2005 Reaching Higher plan, the biggest 


multi-year investment in postsecondary education in 40 years. 
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Investments in skills training and employment supports are helping more 
than one million Ontarians a year get the services they need to find and 


succeed in new jobs. 


In the last six years, 900,000 more Ontarians obtained access to a 
family doctor and patients have shorter wait times for cancer surgery, 


hip replacements and CT scans. 


Investments in infrastructure are creating jobs while rebuilding Ontario’s 
roads, bridges, schools, hospitals and transit systems, which were 


suffering from years of neglect. 


The government's investments are protecting the environment 
and creating green-economy jobs, including new jobs in the clean 


water sector. 


The Ontario Child Benefit, enhancements to social housing, increases 
to benefits under Ontario Works and the Ontario Disability Support 
Program and other investments in the government’s Poverty Reduction 
Strategy are improving the quality of life for Ontario’s most vulnerable. 


For Open Ontario to succeed, all Ontarians must be at their best. 


The government's Tax Plan for Jobs and Growth is transforming Ontario 
into one of the most tax-competitive jurisdictions in the industrialized 
world. The tax plan replaces the outdated Retail Sales Tax with a 
value-added tax and combines it with the federal Goods and Services Tax 
on July 1, 2010. It also includes significant temporary and permanent tax 
relief for people and businesses. The tax plan, together with other recent 
tax changes, supports new business investment and is estimated to create 


nearly 600,000 net new jobs within 10 years. 
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The McGuinty government’s investments since 2003 to support universal 
health care, public education, modern infrastructure, vulnerable citizens, 
a greener Ontario and lower business costs have protected and enhanced 
programs and services for Ontarians before, during and after the 
recession. These investments continue to strengthen Ontario’s economy 
and competitive advantage, boosting jobs and growth. The government’s 
prudent planning has allowed it to invest in people while balancing 


budgets, paying down debt and cutting business taxes. 


Open Ontario — Ontario’s Plan for Jobs and Growth 


The Open Ontario plan builds on the progress the government has made 
over the past six years to enhance the programs and services that matter 


most to Ontarians. 


It focuses the government’s resources on areas that will open Ontario to 


new ideas, new economic growth and jobs. 


To move the Open Ontario plan forward, the 2010 Budget includes 
new investments in two priority areas: postsecondary education and 


northern Ontario. 


Funding 20,000 Additional Postsecondary Spaces 


Postsecondary education remains a top priority for the McGuinty 
government. A well-educated workforce enhances the province’s 
economic growth and competitiveness. Ontario’s colleges and universities 
also open the province to the world, attracting students from every 


corner of the globe. 
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Through its Open Ontario plan, the McGuinty government will increase 
Ontario's postsecondary education attainment rate to 70 per cent. 

The plan will ensure that every qualified Ontarian who wants to go to 
college or university can find a place. To help achieve this goal, the Budget 
increases postsecondary operating grants by $310 million in 2010-11, 
adding 20,000 new student spaces in colleges and universities. The plan 
will also increase international enrolment in Ontario colleges and 


universities by 50 per cent. 


Opening Northern Ontario to New Investment and Jobs 


While many people and businesses in Ontario have been hurt by the 

recession, those in northern Ontario have been particularly hard hit. 
Through its Open Ontario plan, the McGuinty government will help 
open northern Ontario to new investment and jobs, while providing 


relief to northern industries and residents for their higher energy costs. 


To help achieve these goals, the 2010 Budget proposes to create a 
three-year, $150 million-a-year Northern Industrial Electricity Rate 
Program for qualifying large industrial facilities, which would, on 
average, reduce their electricity prices by about 25 per cent. The Budget 
also invests $45 million to leverage economic development opportunities 


in the north, such as the Ring of Fire chromite deposit. 


As well, the Budget proposes a permanent Northern Ontario Energy 
Credit to help eligible low- to middle-income northern Ontario 
residents with their higher energy costs. The credit would provide up 
to $130 for single people and up to $200 for families (including single 
parents) annually, benefiting about a quarter of a million northern 


families and individuals, or over half of northerners. 
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Completing the Second Year of Infrastructure Stimulus Investments 


In addition to new investments in postsecondary education and northern 
Ontario, the Budget includes the government’s plan to invest $32 billion 


in infrastructure investments to create and preserve more than 


300,000 jobs. 


Investing to Give Children a Strong Start in Life 
An educated and healthy population is critical to Ontario’s prosperity. 


In September 2010, the government will introduce full-day learning 
for four- and five-year-olds, benefiting up to 35,000 children in nearly 
600 schools. The government’s goal is to have early learning fully 
implemented by 2015—16. 


The McGuinty government is disappointed that the federal government 
has declined to ensure stability in the child care sector. However, this 
government will not allow the end of federal funding to disrupt the 
progress made and the services that parents with young children rely 
on. Ontario is stepping in with an investment of $63.5 million a year 

to permanently fill the gap left by the federal government, preserving 
approximately 8,500 child care spaces and helping over 1,000 child care 


workers keep their jobs. 


In addition to the above measures, the 2010 Budget sets out the 
government's ongoing investments to help people and businesses, 
including public health care, public education, skills training, modern 
infrastructure, a greener Ontario, support for key economic sectors 
and its Tax Plan for Jobs and Growth. 
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Managing Responsibly 


The Open Ontario plan is about opening the province to new 
opportunities, new jobs and new growth. The plan includes the 
elimination of the deficit caused by the global recession in a realistic 
and responsible way. The government will eliminate the deficit in a 


way that maintains the progress Ontarians have made in their schools 


and health care. 


Since taking office, the McGuinty government has undertaken a number 
of measures to modernize public services and create efficiencies in its 
own operations. In addition, a high priority of the government has been 
to improve transparency, fiscal accountability and effective financial 


management of public funds. 


Prior to the recession, the government eliminated the deficit it 
inherited and posted three consecutive balanced budgets. In 2008-09, 
the government’s per capita spending on general administration was 

the second lowest among provincial governments. Recent government 
restraint measures include a 26 per cent decrease in Ontario Public 
Service travel costs. The transfer of Ontario corporate income tax 
collection to the federal government will result in $50 million in annual 


administrative cost savings. 


However, more must be done to address the challenges that threaten 


Ontario’s long-term prosperity. 


Foremost among these challenges is Ontario’s aging population, which 
will place significant pressure on the province’s largest area of program 
spending — health care. Today, 46 cents of every dollar spent on 
provincial government programs are spent on health care. If the growth in 
health care spending is left unchecked, this amount could rise to 70 cents 


by 2022. 


Another challenge is the potential for rising interest rates, which would 


impair the government's ability to invest in key priorities. 
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While there are signs of an economic recovery, the government cannot 
rely on economic growth alone to balance the budget. Action is required 
to manage the growth of spending and to preserve key public services in 


the coming years and for future generations. 


Compensation Measures 


Those who work in the Broader Public Sector, including employees in 
the Ontario Public Service, have accomplished a great deal over the 
past six years. Ontarians value and appreciate the contribution of those 
who deliver their public services, and they also expect those who are 
paid by tax dollars to do their part to help sustain public services as the 


province overcomes its fiscal challenges. 


Last year, the government committed to reducing the size of 
the Ontario Public Service by five per cent over three years. 


MPPs led by example and froze their pay. 


The government will continue to lead by example in the area of 
compensation restraint. The MPP pay freeze would be extended from 


one year to three years. 
In addition, the government will introduce legislation that would: 


4] freeze the compensation structures of non-bargained political 


and Legislative Assembly staff for two years; and 


K 4] freeze compensation structures in the Broader Public Sector 
and the Ontario Public Service for all non-bargained employees 


for two years. 


By 2011-12, this legislation would redirect up to $750 million towards 


sustaining schools, hospitals and other public services. 
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The government will respect all current collective agreements. 

However, the fiscal plan provides no funding for incremental 
compensation increases for any future collective agreements. 

As agreements are renegotiated, the government will work with transfer 
partners and bargaining agents to seek agreements of at least two years’ 
duration. These agreements should help manage spending pressures, 
protect public services that Ontarians rely on and provide no net increase 


in compensation. 


All those who are paid through tax dollars have a role to play, and 
these measures will help Ontarians maintain the progress they have 
made together to restore services in their hospitals, schools and other 


public services. 


Other Restraint Measures 
To manage spending, reduce the deficit, enhance service delivery and 
place Ontario on a sustainable financial footing, this Budget also includes 


measures to: 


vi manage the growth of health care spending at a responsible rate. 
Such measures as proposed reforms to Ontario’s drug system will 
keep drugs affordable and permit savings to be reinvested in health 
care. The government’s goal is to hold annual health sector spending 


increases to three per cent by 2012-13; 


slow the pace of planning and construction of some of the 


government’s capital projects, once the stimulus funding has ended; 


transform the delivery of government programs to improve client 


service and enhance efficiency; 


freeze internal operating expenses at or below 2010-11 levels; and 


US Ses ee 


hold the annual growth in program expense to an average of 


1.9 per cent beyond 2012213. 
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Building on the work of the government’s previous expenditure 
management measures and the recent work of the Treasury Board 
Working Group, the government will continue with a comprehensive 
review of all government programs and services. The comprehensive 
review will be overseen by Treasury Board and will ensure that the 
government's resources are focused on delivering the programs and 


services that support: 


jobs and economic growth; 

WM access to high-quality health care and education; and 

WM clean and stron communities, including effective supports for the 
§ § PP 


most vulnerable. 


The goal of the review is to move resources from low-priority areas to 


high-priority areas and to move forward the Open Ontario plan. 


Xxii 


Foreword 


Conclusion 


Since taking office in 2003, the McGuinty government has had a clear 
plan to support key public services and enhance Ontario’s economic 


competitiveness, to attract investment and create jobs. 


It has improved Ontario's schools, colleges, universities and hospitals. 
It has built transit, roads and bridges. It has supported a greener 
Ontario, accelerated innovation and improved the quality of life for 


vulnerable Ontarians. 


When the global economic crisis hit, the government laid out a strategy 
to lessen the impact on Ontario families and businesses, through short- 
term investments to stimulate the economy. The government also 
introduced the Tax Plan for Jobs and Growth, the single most important 


action it could take to strengthen Ontario's economy and create jobs. 


The government’s Open Ontario plan takes the next step, by focusing on 
the key priorities of postsecondary education and economic development 


that will help open Ontario to its greatest economic potential. 


To secure Ontario’s long-term future, the government must take steps to 
eliminate the deficit responsibly, while retaining the progress Ontarians 


have made in their schools, hospitals and communities. 


Over the past six years, Ontarians have responded to many challenges 
and opportunities. They have responded to the opportunities presented 
by the global economy. They have responded to a deep, difficult recession. 
The government is confident that Ontarians will respond to the need 

to work together and do their part to eliminate the deficit and preserve 


public services. 


In this Budget, the government lays out its balanced plan to meet the 
fiscal and economic challenges of today, so that Ontario will continue 
to be strong and competitive tomorrow. By managing responsibly and 
through economic strength, Ontario will attract investment, create 
jobs and continue to be able to fund the public services Ontarians need 


and deserve. 
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Ontario's Plan for Prosperity 


Section A: Jobs and Growth 


Investing in Knowledge and Skills 


vi 20,000 new student spaces in colleges and universities, starting in 


2010—11, through a new annual investment of $310 million. 


Mi More than 1,000,000 Ontarians receive skills training and 


employment assistance annually. 


vi Full-day learning for four- and five-year-olds begins in September 
2010, benefiting up to 35,000 children in nearly 600 schools. 


Helping Job Creation and Economic Growth in Northern Ontario 


vi $150 million a year, on average, over three years for a new Northern 


Industrial Electricity Rate Program. 


vi $45 million over three years for a new skills training program to help 
Aboriginal Peoples and northern Ontarians benefit from developing 
economic opportunities such as the Ring of Fire. This Budget also 
announces a Ring of Fire Coordinator to work with all parties to 


advance the area’s economic promise. 


[vi A proposed permanent Northern Ontario Energy Credit of up to 
$130 for single people and up to $200 for families (including single 
parents) annually, to help northern Ontario residents with the higher 


energy costs they face. 
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Job Opportunities through the Green Economy 
VI 50,000 jobs over three years through the Green Energy Act, 2009. 


4] A new water strategy to protect Ontario’s water resources and 


promote jobs in the water sector. 


Short-Term Infrastructure Investments 
WI Record investment over 2009-10 and 2010-11 for roads, bridges, 


transit, energy retrofits and other infrastructure, creating and 


preserving more than 300,000 jobs. 


Ontario’s Tax Plan for Jobs and Growth 
VI Helps create nearly 600,000 net new jobs within 10 years. 
Personal Income Tax cuts for 93 per cent of income tax payers. 


vj 

4] Enhanced sales tax credits and property tax credits for low- to 
middle-income families and individuals, starting in 2010. 

ivi 


Corporate Income Tax cuts, including reducing the small business 


income tax rate from 5.5 per cent to 45 per cent on 


July 1, 2010. 


lv} Over $4.2 billion in Sales Tax Transition Benefits to help Ontarians 


adjust to the Harmonized Sales Tax. 


Advancing the Poverty Reduction Agenda 


VI Target to reduce child poverty by 25 per cent over five years, which 
would move 90,000 children out of poverty by 2013. 


iv} $63.5 million in annual child care funding to replace discontinued 
federal funding, keeping approximately 8,500 Ontario children in 


child care. 
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_. 


Mi Increase adult basic-needs allowances and maximum shelter 
allowances by one per cent for people on Ontario Disability Support 
Program and Ontario Works. This would provide an additional 
$20 million to families and individuals in 2010—11. 


Ka] Ontario’s minimum wage will rise to $10.25 per hour on 


March 31, 2010. 


Personal income tax cuts will result in 90,000 lower-income 


taxpayers no longer paying Ontario personal income tax, 
starting in 2010. 


rk] Number of employment standards officers increased to expand 


protection for some of the province °; most vulnerable workers. 
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OPENING ONTARIO THROUGH KNOWLEDGE 
AND SKILLS 


Six years ago, the McGuinty government began building a solid 
foundation for economic growth and prosperity through its investments 
in education and skills training. With its five-year Open Ontario plan, 
the government will continue to invest in Ontarians’ knowledge and 
skills through postsecondary education, skills training, jobs programs 
and full-day learning. 


Postsecondary Education 


Ontario’s colleges and universities play a critical role in equipping people 
for success and preparing them to generate the ideas, products and jobs 


that will ensure future prosperity. 


Ontario has one of the highest rates of postsecondary education 
attainment in the world at 62 per cent. However, as the economy 
changes, 70 per cent of all new jobs will require postsecondary education 


or training. 


The Plan: 


The McGuinty government made the largest multi-year investment 

in postsecondary education in 40 years through Reaching Higher, 
announced in 2005. Postsecondary education remains a top government 
priority. Through its Open Ontario plan, the government's goal is to 
raise Ontario’s postsecondary attainment rate to 70 per cent. There 
will be a place for every qualified Ontarian who wants to go to college 
or university. The government will also increase international student 
enrolment by 50 per cent while guaranteeing spaces for qualified 


Ontario students. 


These measures will make Ontario one of the leading jurisdictions for 


postsecondary education in the world. 
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As part of the Open Ontario plan, commitments to postsecondary 
education in the 2010 Budget include: 


vi adding 20,000 new spaces to colleges and universities in 2010-11, 
through a new investment of $310 million. This is in addition to 
providing $155 million in 2009-10 to fully support enrolment 
growth at colleges and universities, including $65 million announced 
through the Fall 2009 Ontario Economic Outlook and Fiscal Review; 


vj aggressively promoting Ontario postsecondary schools abroad to 
encourage the world’s best students to study here, settle here and 


help Ontario build a stronger economy; 


vi improving students’ ability to navigate Ontario’s postsecondary 
system by providing additional resources to support the 


implementation of a credit transfer system; and 


Vv creating the new Ontario Online Institute, which will bring the best 
professors from Ontario’s postsecondary institutions into the homes 


of those who want to pursue higher learning. 
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Reaching Higher 


The Results: 

(More than 120,000 additional students are attending college and 
university, a 31 per cent increase over 2002-03. 

vi University per-student operating funding is 27 per cent higher and 
college per-student operating funding is 44 per cent higher in 
2008-09 compared with 2002-03. 

Ka 186,000 students are benefiting in 2009-10 from enhancements 
to the Ontario Student Assistance Program (OSAP) that have been 
introduced since 2004-05. 

Mi The degree completion rate has increased to 78 per cent from 
73 per cent in 2002-03 for university Students and to 65 per cent 
from 57 per cent for college students. 

4 A total of 260 additional first-year medical student spaces will be 
created by 2011-12, a 38 per cent increase since 2004-05. 

(More than 15,000 new graduate spaces will be created by 201 1-12, 
an increase of over _ Pet cent since 2002-03. 
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Employment and Training Supports 


Each year, more than one million Ontarians rely on Employment Ontario 
for help in finding work and acquiring job training. Over the past two 
years, demand for employment and training services has increased sharply 
because of the global recession. In response, the government boosted 
Employment Ontario spending on jobs and skills training to about 

$1.6 billion in each of 2009—10 and 2010-11, with a special focus on 


workers affected by the economic recession. Additional employment and 


training services are also provided through a number of ministries. 
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The Plan: 


The government will: 


vi improve customer service by creating one-stop access for all 
Ontarians to Employment Ontario across the province. The new 


service delivery model will be in place by August 2010; 


WI continue to deliver the Second Career Strategy by helping an 
additional 30,000 unemployed workers get training. This will bring 
the total number of participants to nearly 60,000 since the program 
began in June 2008; 


vi invest, for the second consecutive year, an additional $39 million in 
2010-11 in its Summer Jobs programs, including targeted resources 
for youth in high-needs neighbourhoods. This brings spending in 
the summer of 2010 to $96 million — 69 per cent more than in the 
summer of 2008. The programs will support nearly 110,000 jobs and 


services for students this summer; 


vi implement the federal—provincial Targeted Initiative for Older 
Workers agreement to support skills training projects in hard-hit 
communities. These projects will help unemployed older workers in 
vulnerable communities to develop the skills required to find a good 


job in today’ s labour market; 


e the Targeted Initiative for Older Workers will serve workers aged 
55 to 64 living in communities of fewer than 250,000 people that 
have high unemployment or rely ona single industry that has been 


hard hit by the recession; 


vi continue workplace-based pilots for literacy training that respond 
to the changing needs of workers and provide them with literacy 


skills to work safely, effectively and productively; 


MI further enhance apprenticeship programs, including increasing the 


number of apprentices who complete the program; and 
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ca] provide improved training and employment supports for groups 
traditionally underrepresented in postsecondary education, training 


and the workforce. 


Over 1,000,000 Ontarians Get Skills Training and Table 1 


Employment Assistance Annually 


Clients Served 
Employment Assistance Services _ Si eelieneak | ne ane 758 
Rapid Re-employment and Training Services 120,465 
2009 Summer Jobs and Services 40,521 
Literacy ar Basie Skis Ewes , | Cepia 981 
Ontario Skills Development Program —4 27.871 
Job Creation Partnership_ 


b) 
LLL LEER ee TE eT IE SO SR eee 


Investing in Full-Day Learning 


Early learning is an important part of the McGuinty government's 
Open Ontario plan to increase student achievement, build a stronger 
workforce and help break the cycle of poverty. An educated, healthy and 


employable workforce is critical to the economic future of the province. 


Various studies, including Dr. Charles Pascal’s 2009 report, “With Our 
Best Future in Mind: Implementing Early Learning in Ontario,”’ have 
found that full-day early learning is associated with improved reading 
and numeracy, smoother transitions to Grade 1, and increased secondary 
school graduation rates. Full-day learning also makes it easier for parents 


to participate in the job market. 


' See www.ontario.ca/en/initiatives/early_learning/ ONT06_018865 for the 
full report. 
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The Plan: 


Beginning in September 2010, the government will introduce full-day 
learning for four- and five-year-olds, benefiting up to 35,000 children 
in nearly 600 schools. The program will be phased in over time, with a 
goal of having early learning fully implemented by 2015-16. In the next 
two years, the government will provide about $245 million in capital 
grants to implement full-day learning. At full implementation, the Early 
Learning Program will employ up to an additional 3,800 teachers and 
20,000 early childhood educators. 


This is part of the McGuinty government’s ongoing plan to strengthen 
education, which has already led to smaller class sizes, higher test scores 


and an improved graduation rate. 


The federal government ended its commitment to provide the ongoing 
funding necessary to maintain approximately 8,500 child care spaces 
across Ontario. To continue support for these spaces, Ontario is 
permanently filling the funding gap left by the federal government with 
an investment of $63.5 million annually. This initiative will help to ensure 
that low-income working parents continue to have access to quality child 


care and play an active role in the labour force. 
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OPENING ONTARIO 


Jobs and Growth for Northern Ontario 


In recent years, Ontario's resource-based industries have faced significant 
challenges, including the strong Canadian dollar and increased global 
competition. The mining and forest products industries — mainstays of 
northern Ontario's economy — have been particularly hard hit by weak 


demand and soft commodity prices during the recession. 


A further challenge for northern Ontario is that many of its towns and 
cities rely on a single, resource-based industry. Over the past three years, 
northern Ontario has experienced a longer and deeper employment 
decline than the overall Ontario economy. Employment in northern 


Ontario has fallen by more than twice the rate of the province as a whole. 


The government recognizes the unique circumstances of northern 
communities. The Open Ontario plan will help strengthen the 


northern economy, while protecting the boreal-forest region. 


The Plan: 
As part of the Open Ontario plan, the 2010 Budget proposes initiatives 


that will enhance job creation and economic growth in northern Ontario. 


These include: 


vi creating a three-year Northern Industrial Electricity Rate Program 
(NIERP), averaging $150 million annually, that would provide 
electricity price rebates of two cents per kilowatt-hour. This would, 
on average, reduce industrial electricity prices by about 25 per cent for 
large facilities, based on 2009 levels. The rebate would be available 
to qualifying large northern industrial facilities that commit to an 
electricity efficiency and sustainability plan. The program will help 


protect and create jobs in the north; 
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v4 providing $45 million over the next three years for a new 
project-based skills training program to help Aboriginal Peoples 
and northern Ontarians participate in and benefit from emerging 
economic development opportunities, such as the Ring of Fire — 
an area with potentially large deposits of minerals such as chromite, 
nickel, copper and platinum. The program will also help build capacity 
in the north to undertake base mapping, develop resource inventories 


and gather other information. This will support community land-use 
planning and environmentally sustainable development that benefit 
Aboriginal Peoples and northern Ontarians. It will help to implement 
the proposed Far North Act, 2010; 


Location of the Ring of Fire 


Chart 3 


@ Mining claims in Ontario 


Illustrative purposes only. 
Source: Ontario Ministry of Northern 
Development, Mines and Forestry. 
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vj establishing a Ring of Fire Coordinator to work and consult with 
Aboriginal Peoples and northern Ontarians and the mining 
community to encourage responsible and sustainable economic 


development related to the Ring of Fire; 


4] proposing a new permanent Northern Ontario Energy Credit to help 
eligible low- to middle-income northern residents with the higher 


energy costs they face; 


(vj partnering with Sudbury and Thunder Bay to establish pilot economic 


development planning areas; and 


ra] implementing the Targeted Initiative for Older Workers, which 
will benefit unemployed older workers throughout the province, 


including northern Ontario. 


The government is also making significant infrastructure investments 

to strengthen northern communities, with total planned investment of 
about $1.2 billion in northern highways, hospitals, water and wastewater 
systems, and other infrastructure that is forecast to support 10,000 jobs 


in 2010—11. These investments include: 


1 the Thunder Bay Consolidated Courthouse, which will improve access 


to justice and spur downtown revitalization; 


J the Ontario Provincial Police Modernization project, which will 
involve the construction of new detachments, regional command 
centres and forensic identification units in 16 communities, including 


nine northern locations; 


vj expanding the 100-kilometre corridor of Highways 11/17 between 
Thunder Bay and Nipigon to four lanes. Construction on two 
projects along this corridor is to begin in 2010-11, with work on the 


remainder to follow; and 


vj providing up to $15 million to support Huron Central Railway’s 
proposal for $33 million of infrastructure investments on the 
Sault Ste. Marie to Sudbury rail line. 
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Northern Ontario Energy Credit 


I The government recognizes that people living in the north tend to pay 
more for energy. Energy costs are higher, for example, because of more 
severe winters and heavier reliance on more expensive home heating 
fuels. The Province proposes to help low- to middle-income families and 
Single people in the north with their energy costs by introducing a new 
permanent Northern Ontario Energy Credit. Eligible Ontarians living in 
northern Ontario would qualify for this refundable credit. 


1 Northern residents who pay rent or property tax for their principal 
residence would be eligible for an annual credit of up to $130 for a single 
person and up to $200 for a family (including single parents). To target 
the assistance to those who need it most, the credit would be income- 
tested. The credit would be reduced for a single person with adjusted net 
income over $35,000 and eliminated when income exceeds $48,000, and 
reduced for families with adjusted family net income over $45,000 and 
eliminated when income exceeds $65,000, as shown in Table 2. 


/ Single Person _ Lo, ” Family ineliaing Single Parent | 


~ Maximum: Benefit Maximum Benefit 
Benefit ___Reduction Range Bengt ___ Reduction Haney 


M1 In order to provide timely assistance this year, the government is 
proposing an interim method of payment for 2010. Eligible northern 
residents would apply to the Ontario Ministry of Revenue to receive the 
credit, which would be delivered in two instalments, in the fall of 2010 
and early 2011. 


M4 In subsequent years, this permanent credit would be paid on a quarterly - 
basis and delivered along with the proposed new Ontario Energy and 
Property Tax Credit. See Chapter Ill: Tax and Pension systems for 
Ontario’s Future for further details. 


1 For 2010, about a quarter of a million families and single people, or over : 
half of northerners, would benefit from about $35 million in assistance. 
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Strengthening Northern Ontario 


The Results: 


(1 Ontario has moved forward on a number of initiatives that support 
key recommendations of Dr. Robert Rosehart, the Northwestern 
Ontario Economic Facilitator. For example, by: 


¢ establishing a new Northern Ontario Entrepreneur Program, under 
the Northern Ontario Heritage Fund Corporation (NOHFC). The 
NOHFC’s programs approved grants to more than 940 projects 
in 2009-10, ieading to the creation and retention of more than 
2,300 jobs in the north; and 


¢ accelerating Business Education Tax (BET) rate cuts for 
northern businesses. Northern businesses benefit from the full 
implementation of the accelerated BET reduction in 2010, with 
savings totalling more than $70 million. 


(@ The Northern Ontario School of Medicine, which opened in 2005, 
celebrated the graduation of its first 55 medical school students in the 
spring of 2009. 


Jobs in the Green Economy 


The McGuinty government is making Ontario a leader in the green 
economy. Targeted investments and regulatory reforms are creating 


thousands of clean-technology jobs. 


The Plan: 
In 2009, the government enacted the Green Energy Act, 2009 (GEA) to 


support the growth of clean, renewable energy sources and help build 
Ontario’s green economy infrastructure by attracting new investments 


and promoting conservation. 
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Ontario is a Green Economy Leader 


The Green Energy Act, 2009 “is the single best green energy program on 
the North American continent.” 


Al Gore, November 2009. 


The GEA will help create 50,000 jobs for Ontarians in its first three 
years and boost investments in renewable generation through North 
America’s first comprehensive feed-in tariff (FIT) program, which pays 
renewable energy generators for the electricity they produce under 


long-term contracts. 


On March 10, 2010, the Ontario Power Authority (OPA) announced 

it had issued the first 510 FIT contracts, totalling 112 megawatts 

(MW), enough to power more than 13,000 homes. These projects 

are to be built in 120 communities across Ontario by a number of 
groups, such as farmers, municipalities, local distribution companies, 
commercial businesses, industrial customers, school boards and hospitals. 
About 95 per cent of the projects are for solar generation, with other 


projects from biogas, water, wind and biomass. 


Ontario is achieving early success in the green economy by attracting 
a $7 billion proposed investment by the consortium led by Samsung C&T 
Corporation and Korea Electric Power Corporation, the single-largest 


investment in renewable energy in provincial history. 
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Samsung C&T Corporation and Korea Electric Power 
Corporation Investment 


VI The proposed $7 billion investment by the consortium led by 
samsung C&T Corporation and Korea Electric Power Corporation 
would: 


¢ build 2,500 megawatts (MW) of wind and solar power, tripling 

_ Ontario’s generation capacity from renewable wind and solar 
sources. The first phase of the project, a 500 MW cluster (400 MW 
of wind and 100 MW of solar), is scheduled to be completed in 
about three years; 


¢ create more than 16,000 new green energy jobs to supply, build, 
install and operate the renewable generation projects; and 


e lay the groundwork with major partners to attract four 
manufacturing plants. This is expected to account for 
1,440 manufacturing and related jobs (out of the 16,000 new 
green jobs), building wind and solar technology for use in Ontario 
and export across North America. Three of the four facilities are 
scheduled to be ready in 2013, while the fourth is scheduled to be 
in operation by the end of 2015. 


¥] The consortium also intends to use Ontario-made steel in its 
renewable energy projects for items such as wind turbine towers. 


A cornerstone of the Green Energy Act, 2009 is the creation of a culture 
of conservation. For the past six years, Ontario has worked very hard to 
become a leading jurisdiction on energy conservation by setting tough 
targets and investing millions of dollars in new programs for residents 


and businesses. 
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The Industrial Transmission Connected Electricity Efficiency Program, 
administered by the Ontario Power Authority, would target the province’s 
largest electricity users that are directly connected to the transmission 
grid. These industrial users account for about 10 per cent of Ontario’s 


electricity usage and spend over $1 billion on electricity per year. 


This five-year program will further the productivity and global 
competitiveness of Ontario’s industrial sector, conserve electricity and 
result in an estimated 5,500 jobs. Together with the Northern Industrial 
Electricity Rate Program announced in the Budget, Ontario will enhance 


electricity conservation, efficiency and sustainability across the province. 


Expanding Opportunities through Clean Water Technologies 


Global demand for water is expected to increase rapidly and the market 
opportunity for clean water and wastewater technologies is enormous. 
The Conference Board of Canada recently reported the value of this 
market to be over $400 billion US worldwide and predicted it would 
double every five to six years. Ontario is well positioned to become a 
global leader in the water and wastewater sector as it begins to sell its 


services and technologies around the world. 


Protecting Ontario 5 water resources is critical to the development of 
a strong and green economy. The Province is also strengthening the water 
technology sector to take advantage of emerging opportunities arising in 


the global water technology market. 


For example, in 2009-10, the Province is investing $100 million 
to help the City of Hamilton upgrade the Woodward Avenue 
Wastewater Treatment Plant. This important project will achieve many 


environmental, social and economic benefits. 
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Water Technology 


Water technology relates to the protection, quality and treatment of water. 
There are over 300 companies providing water technologies and services 
in Ontario. Companies like Echologics Engineering and Real Tech are 
leaders in water technologies such as the acoustic detection of water loss 
and ultra-violet photometry instrumentation. Both have benefited from 

- Support programs at the MaRS Centre, such as the Ontario Business 
Mentorship and Entrepreneurship Program. 


The Plan: 


As part of its Open Ontario plan, the government is developing a 
wide-ranging water strategy to make Ontario the North American 
leader in water conservation and innovation, and protect Ontario’s water 
resources for future generations. The strategy will promote new business 
and employment opportunities in the water sector through supporting 


the commercialization of water and wastewater technologies. 


Looking Ahead 


Ontario’s water strategy will: 


1 work with colleges, universities and entrepreneurs to create jobs and 
attract clean water expertise and investment to the province; 


improve the efficiency of Ontario’s water and wastewater 
infrastructure; 


VI 
1 introduce a new Water Opportunities Act to support the development 
of new technologies for water conservation and treatment; and 

wi 


promote Ontario’s water technology sector at home and abroad. 
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Ontario has great potential in water research, education and innovation. 
Over 21 water-related institutes are in the Greater Toronto Area, and 
seven universities and colleges across the province have research institutes 
working in this area. Ontario is home to leading clean-technology 
organizations, such as the Ontario Clean Water Initiative, which helps 

to expand Ontario’s water clusters and strengths. Ontario is also home 

to the United Nations University Institute for Water, Environment and 
Health, which focuses on resolving global water problems through the 


development of scientific research and capacity. 
Financial Services 


Ontario’s financial services sector is a world leader and a critical part 
of the province s economy. It provides thousands of jobs and drives 


significant economic activity. 


Toronto is home to globally successful insurance companies and 
investment and pension funds. Canada’s banks — largely based in Ontario 
— enjoy a global reputation as the soundest in the world. Toronto 

is home to five of the 13 largest banks in North America by market 


capitalization and is the third-largest financial centre in North America. 


The Plan: 


The government is providing the financial services sector with support 
and flexibility to stimulate future growth while also protecting the 


interests of consumers and investors. 
The provincial government is: 


v4 partnering with industry and other governments to establish a 
Financial Services Leadership Council consisting of major 
financial-sector CEOs and government leaders. This Council will 
guide the work of the Toronto Financial Services Alliance (TFSA) 
as it implements a plan to improve the sector’s competitiveness, 
create thousands of high-paying jobs and make Toronto one of the top 


10 financial centres in the world; 
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vi supporting the work of the Council and TFSA to create opportunities 
by leveraging Ontario’s excellent record in the financial services 
sector and its highly skilled and diverse workforce. Projects such as 
TFSA’s Global Integrative Risk Management Institute, which will 
promote best practices for financial risk management, provide a 
unique opportunity to capitalize on the financial sector’s reputation 


for safety and soundness; 


Vv actively working with the federal government and other interested 
provinces and territories to put in place a Canadian Securities 
Regulator. The Province is committed to the establishment of a 
strong national regulator that will reflect Ontario’s economic 
interests, enhance investor protection and improve the industry’s 
international competitiveness. The government believes the new 
regulator should locate its principal operations in Toronto and will 


continue to press the federal government to that end; 


vj continuing to pursue important measures to enhance the regulation 
of Ontario’s capital markets. In particular, the government plans to 
propose reforms to the Securities Act and the Commodity Futures Act, 
including changes to update them, strengthen the oversight of 


credit-rating agencies and bolster capital markets enforcement; and 


ra] working with the credit union sector, Deposit Insurance Corporation 
of Ontario and Financial Services Commission of Ontario on 
an ongoing basis to address emerging issues and support the 
sector’s growth and competitiveness. This follows the successful 
implementation on October 1, 2009 of a multi-year legislative 
project to modernize regulatory requirements, update investment 


and lending powers, and strengthen consumer protection. 
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nancial Sector 
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A Strong and Stable Future for the Financial Services Sector 


The Results: 


lM Inthe 2009 Budget, the government announced that it would partner 
with the City of Toronto and TFSA to advance Toronto’s position as a 
global leader in financial services. 


(YI Ontario has established the Centre of Excellence in Financial Services 
Education and is working with the sector and postsecondary 
institutions to attract foreign students and develop the best financial 
services sector talent. 


VI Since 2003, employment in the financial services sector grew by 
60,000 to 365,000 jobs in 2009. 


(I The sector Supports an estimated 280,000 ancillary jobs, including 
high-paying business services jobs (such as software design). 
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Opening International and Interprovincial Markets 


Markets around the world look to Ontario’s products, people and ideas. 


The Province is helping to open markets and create new trade 
opportunities for Ontario's businesses by securing new interprovincial 
and international trade agreements. These agreements will lay the 
foundation for continued economic growth and improved employment 


in Ontario. New trade agreements will expand Ontario’s economy. 


The Plan: 


Ontario is working with the federal government and other provinces 
to negotiate a Canada—European Union Comprehensive Economic and 
Trade Agreement (CETA). This would provide Ontario’s exporters 
with greater access to one of the largest and richest export markets in 
the world. 


In addition, as Ontario’s economy shows signs of recovery, and trade 

and traffic volumes increase, it is critical that Ontario’s borders with 

the United States, Canada’s most important trading partner, operate 

as effectively as possible. Federal investment in technology and human 
resources at borders is critical to ensuring traffic flows as efficiently as 
possible. The federal government’s recent budget commitment to invest 
$87 million over two years to improve border efficiency and to expand 
and promote trusted traveller programs is a positive and welcome step in 


this regard. 


The government is also working with other provinces and the federal 
. = P 
government to improve the Agreement on Internal Trade by promoting 


greater mobility of goods, services and labour. 


Ontario is advancing its interests in Washington, D.C. by establishing 
an office located in the Canadian Embassy. This office will promote the 
linkages and interests of the Ontario/ULS. relationship affected by 
U.S. policies through ongoing monitoring and focused advocacy. 

These include such important issues as border, trade, climate change, 


water, air and related matters. 
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Opening International and Interprovincial Markets 


The Results: 


(Vf Canada and the United States recently reached an agreement under 
which the United States has waived the Buy American provisions 
of the American Recovery and Reinvestment Act of 2009. Ontario 
businesses will be able to participate in U.S. infrastructure projects 
and gain access to a variety of state and local public works projects, 
estimated at nearly $65 billion US. 


[VJ The Ontario—-Quebec Trade and Cooperation Agreement, signed in 
September 2009, will increase trade and investment between Ontario 
and Quebec, promote innovation and reduce long-standing barriers to 
business. It includes precedent-setting chapters on financial services, 
energy cooperation and regulatory cooperation. 


[¥f Since 2003, Ontario’s merchandise exports to countries other than 
the United States have increased by almost 80 per cent, to $25 billion 
in 2009, accounting for 20 per cent of Ontario’s total merchandise 
exports compared to about seven per cent a decade ago. 


(Vf Ontario’s total exports of services have grown strongly since 2003, 
reaching $91 billion in 2009 and accounting for almost one-third of 
Ontario’s overall exports. 


Business Enterprise Opportunities 


The government is reviewing ways to maximize the returns on its major 
government business enterprises. The goal of this review is to determine 
whether those enterprises, as they exist and are managed today, are 
serving Ontarians’ and the province’s long-term economic interests. 

This review of government business enterprises will determine whether a 
different approach could create increased economic growth and new jobs 
for Ontarians. 
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Support for Key Economic Sectors 


since 2003, the McGuinty government has invested in key sectors of the 
economy to strengthen Ontario's competitiveness, sustain and create jobs, 
and position the province for long-term growth. Initiatives include: 


I Auto — $4.8 billion to General Motors and Chrysler to preserve 
at least 85,000 jobs and ensure the future global competitiveness 
of a sector that directly and indirectly supported about 400,000 
Ontario jobs in 2008: 


vi Manufacturing — Lowering business costs by more than $1.2 billion 
a year in tax relief, when fully implemented, and providing over 
$708 million since 2005 through the Next Generation of Jobs Fund 
and the Advanced Manufacturing Investment Strategy, securing about 
10,300 jobs and leveraging over $3.9 billion in investments: 


1 Small Business — Implementing significant tax and regulatory 
reforms to help small business development, including cutting the 
Corporate Income Tax rate for small business from 5.5 per cent to 
4.5 per cent, eliminating the small business deduction surtax and 
providing one-time transitional assistance of up to $1,000 to help 
small businesses adapt to the HST; 


WZ Creative Industries — Enhancements to tax credits have driven 
exceptional growth, creating over 23,000 jobs since 2003 — 
an increase of 12 per cent. In 2009 alone, film and television 
production increased 40 per cent; 


iv} Agriculture — $1.8 billion in ongoing support for Ontario farmers 
since 2003, through farm income stabilization and support programs 
and by increasing base expenditures through the Ministry of 
Agriculture, Food and Rural Affairs by 53 per cent; 

1 Innovation — Committed more than $1.3 billion over the next three 
years for research and innovation through such programs as the 
Innovation Demonstration Fund, Ontario Research Fund, Ontario 
Emerging Technology Fund and Ontario Network of Excellence; 

M1 Tourism — Creating 13 new tourism regions and contributing 
$40 million in ongoing annual funding, plus transition funding of 
$25 million per year for the next two years, to enhance the sector's 
competitiveness through improved coordination in marketing 
and development. 


For more information, see the Sector Highlights that accompany the 
2010 Budget at www.ontario.ca/budget. 
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INFRA 


Modern infrastructure boosts productivity, supports economic growth 


STRUCTURE INVESTMENTS 


and improves the quality of life that Ontarians enjoy. By 2003, Ontario's 
infrastructure had been neglected for almost 30 years. Underinvestment, 
aging infrastructure and growth pressures led to a substantial 


infrastructure deficit. 


The Province responded in 2005 by introducing its $30 billion ReNew 
Ontario plan. The plan, which invested in schools, hospitals, public 
transit, roads, bridges and other infrastructure, was completed in 


2008—09 — a year ahead of schedule. 


In the 2009 Budget, the government responded to the global economic 
crisis by launching significant short-term infrastructure investments to 
stimulate economic growth and help preserve and create jobs across the 
province. The government is successfully rolling out its infrastructure 
stimulus investments. Infrastructure investment is at a record level 

in 2009-10 and will be even higher next year. These investments are 
creating jobs now and will contribute to productivity growth and better 


public services in the future. 


The Plan: 


The government's infrastructure investment plan is creating jobs 
in communities across Ontario and will build future prosperity by 


modernizing and expanding the province s public infrastructure. 


In addition to its stimulus investments, the government continues to 
make long-term infrastructure investments that will raise Ontario’s 
economic growth potential. The government will undertake a 
comprehensive review of capital by the end of 2010. Following 

this review, the government is committed to introducing a 10-year 


infrastructure plan in 2011. 
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The Economic Impact of Public Infrastructure in Ontario 


Conference Board of Canada, March 2010 


The Conference Board of Canada recently produced a report that assessed 
the economic impact of public infrastructure investment in Ontario.’ 


(YJ Public infrastructure investment provided over 180,000 direct, 

, indirect and induced full-year jobs in 2009, rising to nearly 225,000 
jobs in 2010. (Induced jobs are generated by the spending from those 
directly and indirectly employed.) 


M1 The extra boost to infrastructure spending, partly due to new stimulus 
measures to counter the global recession, helped lift Ontario real 
gross domestic product growth by 0.9 percentage points in 2009 and 
is expected to add a further 0.4 percentage points in 2010. 


Additional spinoff benefits from investments in infrastructure that 
the Conference Board identified include improved health, improved 
educational attainment and reduced transit times. 


(YF Investment in public infrastructure in Ontario supports business- 
sector productivity growth. Since 2000, programs such as Move 
Ontario and ReNew Ontario have lifted the contribution of public 
capital investment to productivity growth to 0.23 percentage 
points annually, up from 0.16 percentage points in the previous 
two decades. 


' Pedro Antunes, Kip Beckman and Jacqueline Johnson, “The Economic Impact of Public 
Infrastructure in Ontario,’ The Conference Board of Canada, March 2010. 
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Short-Term Stimulus Investments 


The government has fully allocated its short-term stimulus investment 
programs for municipalities, universities and colleges. These projects 
must be completed by March 31, 2011. The majority of the projects are 
underway. Roads are being reconstructed, watermains are being replaced 
and arenas are being upgraded. This spring, further work will begin to 
improve playgrounds and sports fields across Ontario to help children and 


youth be active and fit. 


In addition, upgrades to social and affordable housing are underway and 
new projects will continue to be approved on a rolling basis. The projects 


range from replacing roofs and windows to major renovations. 


In total, over 5,400 stimulus projects have been approved to date and are 
expected to be completed by March 31, 2011. 


Details on the stimulus investment projects in Ontario communities 
can be found on the government's Revitalizing Ontario’s Infrastructure 


website at ontario.ca/infrastructure. 
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Source: Ontario Ministry of Energy and Infrastructure. 
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Ongoing Infrastructure Investments 


The Province is also making ongoing long-term infrastructure 
investments that will continue to lay the foundation for future economic 
growth. Expanding transit and highways will improve the movement 

of people and goods, helping to lower travel times and transportation 
costs. Improvements to schools, colleges and universities will help equip 


Ontarians for future jobs and build a more prosperous future. 


The Results: 


(Infrastructure investments are creating jobs across Ontario: 


¢ the government’s infrastructure investments are creating and 
preserving more than 300,000 jobs over two years; 


¢ since July 2009, employment in Ontario’s construction sector has 
rebounded due, in part, to infrastructure investments; and 


¢ the government’s infrastructure stimulus investments will continue 
to boost the economy this coming year. According to Statistics 
Canada’s Private and Public Investment Intentions Survey, 
total investment in Ontario is expected to increase by a strong 
6.0 per cent in 2010. This projected rise reflects a significant 
16.4 per cent jump in public-sector investment plans. 
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2015 Pan/Parapan American Games 


In November 2009, Ontario won the rights to host the Toronto 2015 Pan/ 
Parapan American Games, which will be the first major international 
multi-sport games hosted in the province since the 1930s. The Games will 
lead to the construction of more than $700 million in new and upgraded 
sports and recreation facilities. 


The Athletes’ Village for the 2015 Pan/Parapan American Games will be 
located in the West Don Lands in the City of Toronto. The Village will be 
built to accommodate 8,500 athletes and officials. 


The 2015 Pan/Parapan American Games will serve as a catalyst for the 
continued rejuvenation and redevelopment of Toronto’s waterfront into 
a dynamic and vibrant place to live, work and play. Hosting the 2015 
Pan/Parapan American Games will accelerate the development of the 
West Don Lands. After the Games, the Athletes’ Village will be converted 
— {nto a mixed-use community in keeping with Waterfront Toronto’s 
- award-winning West Don Lands Precinct Plan. 


The government will work in partnership with Waterfront Toronto, 
Infrastructure Ontario, the Games organizing committee and the local 
communities adjacent to the West Don Lands site to determine the design 
of the Athletes’ Village as well as the mix of housing, including affordable 
housing, for the post-Games community. 


Construction on the GO Georgetown South Service Expansion is underway 
and is expected to be completed by 2015. This capacity expansion will 
facilitate the Union-Pearson Rail Link, providing a rail connection between 
Toronto Pearson International Airport and Union Station that will help 
improve mobility during the Games. 
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ONTARIO’S TAX PLAN FOR JOBS AND GROWTH 


As economies around the world emerge from the recession, the role 
governments play in job creation will begin to shift. During the height 

of the recession, the most important action governments could take 

to create and protect jobs was to inject fiscal stimulus directly into the 
economy, which the Ontario government did and continues to do through 
record levels of infrastructure investment and other targeted initiatives. 
As economies begin to recover, the key role for government is to create 
the best possible climate to promote investment and job creation by the 


business sector. 


The Open Ontario plan achieves this transition through the Tax Plan for 
Jobs and Growth. At the same time that the government begins to wind 
down its stimulus investments, the tax plan will be in effect. These tax 
measures, which were announced in the 2009 Budget, will transform 
Ontario into one of the most tax-competitive jurisdictions in the 


industrialized world for new business investment. 


34 


Ontario's Plan for Prosperity 


Ontario’s Tax Plan for Jobs and Growth Supports New Investment, 
More Jobs and Higher Incomes 


“The 2009 Ontario Budget measures, together with other recent tax 
changes, will have a profound impact on Ontario’s competitiveness by 
lowering the tax burden on new business investment. 


‘Within ten years, Ontario will benefit from: 


MI increased capital investment of $47 billion: 
(I increased annual incomes of up to 8.8 per cent, or $29.4 billion; and 
Man estimated 591 ,000 net new jobs.” 


Jack M. Mintz, “Ontario’s Bold Move to Create Jobs and Growth,” 
School of Public Policy, University of Calgary, November 2009. 


“As has been the experience in other provinces in which Bell operates, 
_ Savings from a single sales tax structure will accelerate our investment in 
Ontario. Fewer dollars going toward taxes in 2010 mean more dollars that 
~ Bell will reinvest in our networks and service in the province next year.” 


George Cope, President and CEO of Bell and BCE, March 30, 2009. 


“Coming into this budget we had serious concerns that tax harmonization 
would mean low-income families paying more for their basic needs such 
as children’s shoes and meals. The Sales Tax Credit is a sensible, forward- 
looking way to deal with that, and could become an important long-term 
piece of the economic security puzzle for poor people in the future. 

We applaud the government’s plan.” 


Michael Oliphant, Director of Research and Communications, 
Daily Bread Food Bank, March 26, 2009. 
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The Plan: 
The tax plan supports jobs and growth by: 


replacing the Retail Sales Tax with a more modern, value-added tax 
Ree 
that will be combined with the federal Goods and Services Tax (GST) 
to create a Harmonized Sales Tax (HST) starting July 1, 2010; 


Fa] cutting Personal Income Tax (PIT) for 93 per cent of income tax 
payers — which includes eliminating Ontario PIT for 90,000 people 
with lower incomes — and enhancing sales and property tax credits 


for low- to middle-income families and individuals, starting in 2010; 


vy providing eligible Ontario residents with up to three Sales Tax 
Transition Benefit payments totalling up to $300 for single people 
and up to $1,000 for families and single parents — over $4.2 billion 
in payments will be delivered in June 2010, December 2010 and 
June 2011, helping 6.6 million Ontario families and single people 
adjust to the HST; 


vy reducing corporate income taxes for large and small businesses, 


beginning July 1, 2010; and 


4] providing $400 million in temporary support to small businesses to 
help in the transition to the HST. 


See Chapter III: Tax and Pension Systems for Ontario’s Future for further 


details on the tax measures. 
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for Business Create Jobs? 


Chart 6 


The tax changes lower the costs of 
operating a business and purchasing new 
facilities and equipment 
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Higher sales and more business investment 
lead to new jobs 
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ONTARIO’S POVERTY REDUCTION PLAN T0 
SUPPORT JOBS AND GROWTH 


The Province has made a permanent commitment to break the cycle of 
poverty. In 2008, the McGuinty government announced a long-term 
poverty reduction plan that will provide the tools that families and 
individuals need to succeed and participate fully in society. The Open 
Ontario plan needs all Ontarians working at their best to compete in 
the global economy. This plan will help Ontario reach its full economic 
potential and lead to sustained economic growth. Supporting the 
vulnerable and helping them to succeed is not only fair but is also good 


for the economy. 


This commitment to poverty reduction is particularly important in the 


context of the current economic challenges facing Ontario and Canada. 


Opportunities for Children 


The government released its vision for poverty reduction, Breaking the 
Cycle: Ontario’s Poverty Reduction Strategy, in December 2008. The Poverty 
Reduction Strategy outlines a long-term plan for reducing poverty 

and ensuring that low-income Ontarians, especially children, have the 
opportunity to reach their full potential. The Province set a target to 
reduce child poverty by 25 per cent over five years, which would move 
90,000 children out of poverty by 2013. Attaining this goal will require 
having a committed federal partner and an engaged community sector, in 


addition to a strengthened economy. 


To ensure that children have better opportunities to succeed, the 
government will introduce full-day learning for four- and five-year-olds 
in September 2010. This initiative will serve up to 35,000 children in 
nearly 600 schools across Ontario, with a focus on low-income areas. 
Full-day learning will be phased in over time, with the goal of being fully 
implemented by 2015—16. This will provide young children with an 
enriched environment that will help them develop the necessary skills 
for future success, while also providing their parents with expanded 


opportunities to participate in the workforce. 
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In 2007, the government introduced the Ontario Child Benefit (OCB) 

to make it easier for low- to moderate-income parents to leave social 
assistance for employment, which helps build economic prosperity for 
the province. In July 2009, the OCB was increased from a maximum 

of $600 to $1,100 annually per child, two full years ahead of schedule. 
This increase provides benefits to more than 210,000 additional children 
annually. The government remains committed to increasing the maximum 
annual OCB from the current level of $1,100 to $1,310 per child 

by 2013. 


The Province will work with school boards and municipalities to 
enhance and maintain existing child care and other programs for young 
children, offering more support for low-income working parents with 


young children. 


The federal government ended its commitment to provide the ongoing 
funding necessary to maintain approximately 8,500 child care spaces 
across Ontario. To continue support for these spaces, Ontario is 
permanently filling the funding gap left by the federal government with 
an investment of $63.5 million annually. This initiative will help to ensure 
that low-income working parents continue to have access to quality child 


care and play an active role in the labour force. 


The investments by the government in early childhood education, 

child care and the OCB are the foundations of the Poverty Reduction 
Strategy. These initiatives provide effective tools for breaking the cycle 
of intergenerational poverty and support the Open Ontario plan for jobs 
and growth. A more prosperous economy provides additional resources 
to invest in programs that assist low-income families and lift them out 


of poverty. 
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Opportunities for Low-Income Working Adults 


The government’s poverty reduction agenda aims to provide 
opportunities to the most disadvantaged Ontarians by increasing 
their chances of work, which will help to ensure the province's 
long-term prosperity. 


Ontario’s minimum wage will rise to $10.25 per hour on 

March 31, 2010. This is the seventh consecutive year that the 
government has helped low-income working families and individuals 
by increasing the minimum wage since taking office in 2003. 

These increases follow a nine-year period during which Ontario’s 
minimum wage was frozen at $6.85. 


As part of Ontario’s Tax Plan for Jobs and Growth, the government 

is providing a new permanent refundable sales tax credit of up to 

$260 per person and enhancing property tax relief for low- to 
middle-income Ontarians starting in 2010. In addition, about 90,000 
lower-income taxpayers will no longer pay Ontario Personal Income Tax 
as a result of the reduction to the first income bracket tax rate that took 
effect on January 1, 2010. 


Fairness and safety in the workplace are the right of all Ontarians. 

The government has introduced a number of initiatives aimed at 
improving the working conditions of low-income working adults. 

In the 2009 Budget, the government invested an additional $4.5 million 
annually to increase the number of employment standards officers in 

the province. In this Budget, the government is investing an additional 

$6 million over two years. This initiative will help reduce the backlog of 
employment standards claims and improve the protection of Ontario’s 
employees, thereby reducing hardship for workers and their families. 


In its Poverty Reduction Strategy, the McGuinty government encouraged 
the federal government to double the Working Income Tax Benefit 
(WITB) from the original $1,000 level. In 2009, the federal government 
increased the maximum WITB for families from $1,044 to $1,680 
annually. This is a step in the right direction but falls short of what 
low-income working families need to succeed. Ontario continues to 

call on the federal government to increase the annual benefit to at least 


$2,000 per family. 
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Transforming Social Assistance 


Social assistance is the social safety net program that many Ontarians 
must turn to when they have exhausted other resources, particularly in 


these difficult economic times. 


Since 2003, the McGuinty government has been committed to supporting 
families and individuals on social assistance. Social assistance rates have 
increased by 11 per cent and program rules have been modernized to 
provide transitional support to work. For example, coverage for upfront 
child care costs was extended to people who need it to continue to work 


or pursue employment-assistance activities. 


In addition, the government has increased social assistance program 
expenditures by over $2 billion, or almost 50 per cent, since 2003. 
The government expects to provide more than $500 million in further 
support for families and individuals on social assistance in 2010-11, 
reflecting the impact of the recession on low-income individuals 


and families. 


The Province continues to support people in making the transition 
from social assistance to employment. Almost 237,000 people on social 
assistance participate in Ontario Works employment-assistance activities 


per month. 


In this Budget, the government is proposing to increase adult basic-needs 
allowances and maximum shelter allowances by one per cent for people 
on the Ontario Disability Support Program and Ontario Works in the fall 
of this year. Families receiving Temporary Care Assistance and Assistance 
for Children with Severe Disabilities, as well as people living in long-term 
care homes who receive the comfort allowance, would benefit from this 


increase. 


Partly as a result of this increase to social assistance benefits, a 
single-parent family on Ontario Works with two children aged five and 
seven would receive $1,560 more per year than in 2009. This would 
represent an increase of $7,230, or 42 per cent, from the family’s 2003 


annualized income. 
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Notes: 1) Tax credits and other transfers include the Canada Child Tax Benefit, National Child Benefit Supplement, 
Universal Child Care Benefit, Goods and Services Tax Credit, Ontario Property Tax Credit, Ontario Sales Tax Credit 
and the Ontario Sales Tax Transition Benefit in 2010. 2) Incomes are annualized as at the end of the calendar year 
shown. 3) The family’s annualized income would increase by $7,230, from $17,060 in 2003 to $24,290 in 2010. 
4) The family’s annualized income would increase by $1,560 from $22,730 in 2009 to $24,290 in 2010. 

Source: Ontario Ministry of Finance. 


This initiative would provide families and individuals on social assistance 
with additional benefits of about $57 million annually. Municipalities 
would not be required to contribute to the proposed rate increase until 


January OA OMI ES 


In the Poverty Reduction Strategy, the government announced that 

it would review social assistance programs to remove barriers to 
employment and increase opportunities for success. The review is an 
integral part of the government’s longer-term vision for a transformation 
of social assistance that would increase people’s opportunities for work 
and guarantee security for those who cannot work. The government 
would also make social assistance programs easier to understand, more 
transparent, and sustainable in the long term, so that the system can 


continue to support the most vulnerable Ontarians. 
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The Special Diet Allowance (SDA) is a social assistance benefit that helps 
people pay for extra food costs related to specific medical conditions. 
Last fall, the Auditor General of Ontario reported that many applications 
for the SDA were associated with questionable circumstances and 
recommended that the government review the allowance so as to limit its 


possible abuse. 


The program is not sustainable and is not achieving the intended results. 
With the help of its partners, the government plans to create a new 
nutritional supplement program that would be administered by the 
Ministry of Health and Long-Term Care on behalf of the Ministry of 
Community and Social Services. It would be medically based and would 
help individuals with severe medical needs who are on social assistance. 
The transition to the nutritional supplement program would occur over 
the next several months. This would give recipients the opportunity to 


adjust to the new program. 


The government will announce details regarding these changes in the 


near future. 
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The Results of Ontario’s Poverty Reduction Agenda: 
Families and Children 


Key achievements in the Poverty Reduction Strategy include: 


| expanding the Children in Need of Treatment Program, which 
provides urgent dental and general anesthesia services, to include 
children in low-income families from birth to age 17; and 


ky] creating Ontario’s After-School Initiative, which supports after-school 
activities in high-needs communities. 


Social Assistance 


Families and individuals face significant barriers to leaving social 
assistance for employment. The government has worked to reduce these 
barriers (sometimes referred to as the welfare wall) by helping people 
become more financially independent. Measures taken include: 


ivf allowing full-time postsecondary students who have employment 
earnings to keep all of their social assistance benefits; 


changing the rules governing the receipt of earnings so that people 
can keep a larger portion of their social assistance benefits; 


vy 

Ki extending health benefits to people making the transition from social 
assistance to employment; and 

| 


increasing the amount of social assistance benefits that parents can 
keep if they have employment earnings and incur unlicensed child 
care costs. 


Other Key Initiatives 
v4 Signing an affordable housing agreement with the federal government 
in June 2009 to deliver new affordable housing and renovate social 


housing. As part of the federal—provincial stimulus package, over 
3,000 social housing projects have been committed. 


Ka Providing ongoing funding for municipal rent banks to assist tenants 
who are at risk of eviction or homelessness. 


Ontario's Plan for Prosperity 


Section B: Managing Responsibly 


HIGHLIGHTS 


vj The 2009-10 deficit is $21.3 billion, down from the $24.7 billion 
projected in the Fall 2009 Ontario Economic Outlook and Fiscal Review. 


vj The government has a realistic and responsible plan to cut the deficit 


in half in five years and eliminate it in eight years. 


MI To address the current fiscal challenge, while protecting public 


services, the government proposes to: 
e Extend the freeze on MPP pay from one year to three years. 


e Freeze the compensation structures of non-bargained political and 


Legislative Assembly staff for two years. 


e Freeze the compensation structures for the Broader Public Sector 
and the Ontario Public Service for all non-bargained employees 


for two years. 


* Respect all current collective agreements. However, the fiscal 
plan provides no funding for incremental compensation increases 


for any future collective agreements. 


¢ Work with transfer partners and bargaining agents, as agreements 
are renegotiated, to seek agreements of at least two years 
duration. These agreements should help manage spending 
pressures, protect public services that Ontarians rely on and 


provide no net increase in compensation. 
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vj The government is also: 


° Phasing construction of a number of major long-term 


capital projects. 


* Proposing to reform Ontario’s drug system to keep drugs 
affordable and permit savings from the program to be reinvested 


in health care. 


° Modernizing government services to improve customer service 


and efficiency. 
+ Freezing internal operating expenses at or below 2010—11 levels. 


° Launching a comprehensive expenditure management 


review process. 


) ELIMINATE THE DEFICIT 


Since 2003, the McGuinty government has laid the foundation for a 
stronger Ontario by investing in health care, education, families and 
infrastructure. It has made significant progress on delivering services 
that are targeted more effectively, are more responsive to the public’s 
needs and ensure the best value for money. It has made responsible 
fiscal choices that have led to the elimination of the $5.5 billion deficit 
it inherited in 2003—04 and three consecutive surpluses from 2005—06 
to 2007—08. 


Ontario's economy was hard hit by the global economic recession 
relative to other provinces, and so too were Ontario government 
revenues. In 2009-10, Ontario government own-source revenues were 
$9.1 billion (10.5 per cent) below their pre-recession level.' Own-source 


revenues are not expected to return to their pre-recession level until 


2012-13. 


Revenues excluding federal transfers. 
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The Plan: 


In response to the economic crisis, the government took action by making 
short-term stimulus investments to create jobs and lessen the impact 

of the recession on families and businesses. It also made the decision 

to preserve public services that Ontarians rely on, particularly in these 
difficult economic times. The government’s infrastructure investments 


are creating and preserving more than 300,000 jobs over two years. 


The Province’s actions have paid off. However, these necessary 
investments resulted in the Province projecting a deficit of $24.7 billion 
for 2009—10 at the time of the Fall 2009 Ontario Economic Outlook and 
Fiscal Review. The government has introduced measures to achieve fiscal 
savings both this year and over the medium term, which have allowed it 
to do better than the deficit projections published in the Fall 2009 Ontario 


Economic Outlook and Fiscal Review. 


The Province is following a realistic and responsible plan to eliminate 

the deficit. There are now clear signs that the Ontario economy has 
stabilized and that recovery is taking shape. However, growth in the 
Ontario economy and revenues alone cannot bring the Province back to 
balance. The government has demonstrated its ability to manage program 
expense in the past and it will continue to demonstrate that restraint in 
order to return to a balanced budget. The government’s plan will cut the 


Provincial deficit in half in five years and balance the budget in 2017-18. 
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“Ontario's Plan to Eliminate the Deficit 
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Key elements of the government’s plan to balance the budget by 
2017—18 include: 


Ivf holding the annual growth in program expense to an average of 
1.9 per cent beyond 2012-13; 


Yj continually adopting efficiency practices, maximizing returns from 


government business enterprises and managing overall expenditures; 


Ivf building on the government’s previous expenditure management 
measures and the recent work of the Treasury Board Working Group, 
the government will proceed with an ongoing comprehensive review 


of major government programs and services; 


[vy promoting principled and sustainable federal—provincial 


arrangements; and 


vf maintaining a cautious and prudent fiscal plan, including contingency 


funds and a reserve. 
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Ontario’s Fiscal Recovery Plan’ 
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The government's plan is producing results. The Province is now 
projecting a $21.3 billion deficit in 2009-10, an improvement of 
$3.4 billion from the $24.7 billion deficit forecast published in the 
Fall 2009 Ontario Economic Outlook and Fiscal Review (see Chapter II, 
Section B). 


2009 EXPEN 


DITUI 


4E MANAGEMENT REVIE 


The government launched an expenditure management review in the Fall 
2009 Ontario Economic Outlook and Fiscal Review to ensure that every dollar 
spent on service delivery is spent more effectively. The review was led by 


the Treasury Board Working Group. 


In this Budget, the Province is announcing new expenditure management 
measures to support its commitment to return to a stronger fiscal footing. 
It is also introducing measures that will help ensure the sustainability of 


public services and government resources in the decades ahead. 
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EXPENDITURE MANAGEMENT MEASURES 


The government is constantly implementing efficiencies in the way it 


delivers services. 
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The Results: 


M4 Since 2003-04, Ontario’s spending per capita on general 


government services has consistently remained in the bottom three 
among provincial governments. In 2008-09, general government 
services spending was $134 per person, 28 per cent below the $186 
average per person of other provincial governments and the second 
lowest among the provinces. 


Between 2004-05 and 2007-08, the government identified savings 
of $806 million through the creation of more streamlined processes, 
lowering administrative costs, making better use of technology, and 
establishing ongoing cost-avoidance and cost-reduction initiatives. 


As the global recession took hold last year, the Province moved quickly 
to restrain its spending. The government: 


yj froze the salaries of Members of Provincial Parliament in 2009-10; 


4 froze the size of the Ontario Public Service (OPS) at 68,645 


full-time equivalent staff and began to reduce the size of the OPS 
with a commitment to reduce it by five per cent by March 31, 2012 
through attrition and other measures: 


saved an estimated $111 million in the last five months of the 
2008-09 fiscal year through expenditure management, including 
reducing travel and consulting costs; freezing the purchase of 
government vehicles and the existing government real estate 
footprint; and increasing green workplace practices to Jee so 
printing, photocopying and fax costs; and 


will save approximately $100 million annually in salaries and 
overhead by moving to the Harmonized Sales Tax. 


Ontario's Plan for Prosperity 


In the face of current fiscal challenges, the government is taking 
additional steps in this Budget to find efficiencies and reduce the overall 


cost of government administration. 


Compensation Measures 


The government is committed to maintaining the gains made in 
improving the public services that Ontarians value so highly, while 
addressing the fiscal challenges faced by Ontario. Central to meeting this 


commitment is the management of public-sector compensation costs. 


Compensation costs account for the majority of Ontario-funded program 
spending, either paid directly through the Ontario Public Service (OPS) 
or as part of the government’s transfer payments to schools, hospitals and 


many other public-sector partners. 


Protecting services requires limiting compensation growth to direct 


scarce resources to service delivery. 


As an immediate step, the government would extend the existing freeze 
in the salaries of Members of Provincial Parliament for a total of three 
years. The compensation structures for non-bargaining political and 


Legislative Assembly staff would also be frozen for two years. 


The government will also introduce legislation that would freeze 
compensation structures in the broader public sector and the OPS 

for two years for all non-bargained employees. The legislation would 
apply to substantially all organizations covered by the Public Sector Salary 
Disclosure Act, except for municipalities. It must be inclusive to be effective 
in controlling growth in compensation costs and in protecting services 


and jobs. 


In two years, these measures would help redirect up to $750 million to 


sustaining service delivery in the public sector. 


Going forward, the fiscal plan provides no funding for incremental 


compensation increases for any future collective agreements. 
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All existing collective agreements in the public sector will be honoured. 
As agreements are renegotiated, the government will work with transfer 
payment partners and bargaining agents to seek agreements of at least 
two years’ duration. These agreements should help manage spending 
pressures, protect public services that Ontarians rely on and provide no 


net increase in compensation. 


Base Operating Expense Frozen 


The government's prudent and responsible plan to manage expenditures 
has a significant impact on base operating expenses, resulting in a decline. 
These expenditures will in effect be held at or below 2010—11 levels over 


the medium term. 


Slowing the Pace of Long-Term Infrastructure Investments 


The government recognizes the importance of balancing the need to 
continue to invest in infrastructure to help build a stronger economy with 


the need to be fiscally responsible. 


It remains committed to delivering economic stimulus projects to 

help continue the drive towards economic recovery. These investments 
have played a critical role in creating jobs in Ontario. However, as the 
economic recovery takes a stronger hold, the Province is also focused on 
a plan to return to fiscal balance and expects its partners to ensure that 


stimulus funds are spent by March 31, 2011. 


To ensure the right balance between infrastructure priorities and 
managing down the deficit, the government will undertake a 


comprehensive review of capital to be completed before the end of 2010. 


Following this comprehensive review, the government will launch a 


10-year capital plan in 2011. 
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In the current fiscal environment, the government has revised the scope 
and timing of some capital investments. To help manage infrastructure 


spending over the coming years, the government will: 


v4 working with Metrolinx, phase construction of transit projects, which 
would result in approximately $4 billion in appropriation savings and 


reduced borrowing over the next five years; 


vi delay some investments in government office space by five years, 


resulting in appropriation savings of over $1.4 billion; 


v4 delay the construction of the Toronto West Courthouse by one year, 


resulting in appropriation savings of $130 million over four years; and 


vi eliminate the Ontario Bus Replacement Program and include bus 
replacement costs as eligible expenses under the gas tax funding 


program, which supports municipal transit, 


e the government acknowledges that municipalities have current 
commitments under the Ontario Bus Replacement Program, 
and will work with them to ensure these commitments are met by 


providing one-time funding of almost $174 million in 2009-10. 


Ongoing Comprehensive Expenditure Management Review 


Building on the work of the government’s previous expenditure 
management measures and the recent work of the Treasury Board 
Working Group, the government will continue with a comprehensive 
review of all government programs and services. The comprehensive 
review will be overseen by Treasury Board and will ensure that the 
government's resources are focused on delivering the programs and 


services that support: 


VI jobs and economic growth; 
MI access to high-quality health care and education; and 
MM clean and strong communities, including effective supports for the 


most vulnerable. 


The goal of the review is to move resources from low-priority areas to 


high-priority areas and to move forward the Open Ontario plan. 
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TRANSFORMING PUBLIC SERVICES 


The Province is dedicated to transforming government and modernizing 
the services it delivers to Ontarians. In this area, Ontario has been 
internationally recognized asa leading-edge government and is 


committed to building on its successes — most notably, ServiceOntario. 


ServiceOntario 


ServiceOntario is a one-stop delivery network that provides Ontarians 
with fast, easy access to government information and services including 
registrations, certifications and licensing. Services can be accessed 
Online, in person, at kiosks and by phone. Ontario is the North American 
leader in offering service guarantees for basic transactions. 


Transforming the Health Care System 


Since 2003, the McGuinty government has taken significant steps to 
transform the delivery of public health care services, creating a system 


that is focused on patients. 


However, the cost of delivering quality health care services is steadily 
increasing in Ontario and other jurisdictions. Increases are driven by 
demand and cost drivers, including changes in medical technology and 
demographics. For example, costs to the public system tend to rise with 
age and Ontario’s population aged 65 and over will more than double to 


3.7 million by 2030. 
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Today, health sector spending accounts for about 46 cents of every 
program dollar.’ If left unchecked, cost drivers could push health care 
spending to 70 cents of every program dollar in 12 years. The Province 
will continue to face challenges in managing the growth in health 

care spending without crowding out other priorities such as investing 
in schools, helping the vulnerable, protecting the environment, and 


investing in infrastructure and economic development. 


The Plan: 

Under the Open Ontario plan, the government is committed to 
improving the quality and accountability of the health care system. 
Specifically, as part of this Budget, the government is proposing to: 


Mi introduce changes to the statutes governing Ontario’s drug system 
that would facilitate lower generic drug prices. Ontarians pay more 
for generic drugs than those in other countries. The government 
would also increase supports for pharmacies in rural and 
underserviced areas and support the expansion of clinical services 


provided by pharmacists; 
[increase the efficiency and effectiveness of the health care system by: 


° introducing legislation to make health care providers and 


executives more accountable for improving patient care; 


* reviewing the Public Hospitals Act to create a hospital system 
that taps into the expertise of community partners and health 


professionals; 


* creating an independent, expert advisory body to provide 


recommendations on clinical practice guidelines; and 


> Controlling for time-limited investments and the presentation of education sector 
expense introduced in this Budget (see Addendum to the 2010 Ontario Budget: Ontario's 
Plan to Enhance Accountability, Transparency and Financial Management), health sector 
expense would account for 46 per cent in 2009—10 and 45 per cent 
in 2010-11. 
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MW strike a working committee composed of the Ministry of Health 
and Long-Term Care, Ministry of Finance, Local Health Integration 
Network representatives and Ontario Hospital Association. 
The committee will examine the hospital working capital issue and 
apply appropriate remedies for the hospitals struggling the most with 
inherited debt. The working committee would be responsible for 
putting in place an accountability structure to ensure that hospitals 


pulled out of negative working capital position stay on the right track. 


Transforming Ontario’s Benefit Programs 


Current Benefits Delivery System 
The McGuinty government provides support through benefit programs 


that are designed to meet Ontarians’ needs arising from various 
circumstances. This support helps a variety of recipients, from children 
to seniors, and takes on many forms, including payments and 

in-kind benefits. 


Over time, a wide range of programs has been designed to meet specific 
needs and different policy objectives. These programs are delivered by 
different administrators including ministries, other levels of government 
and third-party agents such as non-governmental organizations. As a 
result, people who need benefits often must navigate through a complex 


array of aCCess points. 
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The Plan: 


The government will continue to improve the current system of benefits 


to increase support for those who need it and to simplify access. 


~ Improving Client Acces 


Ontario’s Benefit Programs 
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The government will undertake a comprehensive review of other 
jurisdictions’ models of coordinated and integrated benefits 
administration. In transforming Ontario’s benefits systems, the 


government will: 


4] create a new web portal to help centralize access to program 


information while improving client service; 


vj implement an automated income verification process for those benefit 


programs whose eligibility criteria include income; and 
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| consult with its key service delivery partners on new and innovative 
ways to further simplify client access to benefit programs while 


improving program fairness and integrity. 


Transforming Employment Ontario 


Employment Ontario encompasses training and employment programs 
and services provided by the government through the Ministry of 


Training, Colleges and Universities. 


The Plan: 


A transformation of the Employment Ontario service delivery structure 
is currently underway and includes a new one-stop service delivery 
model that will: 


vi improve customer service by making it easier for job seekers, 
employers and communities to access the programs and services 


they need; and 


Vi ensure Employment Ontario remains responsive to local community 


needs and the changing demands of the global economy. 


See Section A of this chapter for more information on Employment 


Ontario. 
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Ontario’s Economic Outlook and Fiscal Plan 


HIGHLIGH 


Ontario’s Economy 
Government-projected 2010 real GDP growth — 2.7 per cent. 


Projected 2010 real GDP growth, private-sector average — 
SeQ;per Cent 


Government and private-sector average projected 2011 real GDP 


growth — 3.2 per cent. 
Net new jobs since May 2009 — 91,700. 
Net new jobs since October 2003 — 331,700. 


BAA & ASA 


Projected net new jobs in 2010—13 — 504,000. 


Ontario’s Finances 


wi 2009—10 interim deficit — $21.3 billion, down from $24.7 billion 
forecast in the Fall 2009 Ontario Economic Outlook and Fiscal Review. 


WI 2010-11 deficit projection — $19.7 billion, down from $21.1 billion 
forecast in the Fall 2009 Ontario Economic Outlook and Fiscal Review. 


vi The government has a responsible plan to cut the deficit in half in five 


years and eliminate it in eight years. 


Improved Transparency in Financial Reporting 


vi Starting with this Budget, changes have been made in how 
certain revenues and expenses are presented, in order to improve 
the transparency of financial reporting, These changes do not affect 
the province’s annual surplus or deficit result, the accumulated deficit 


or the underlying levels of revenue and expense. 
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LLLLIL_LMA&I_AICC 


Section A: Overview 


Table 1 


2010 Budget — Numbers at a Glance 


Ontario's Economy: _ _Provincial Finances: 


penonsnssonte LOOM AASLISEDIOLOLLLRARESELALLDAPLLIRILLDREOLDIDDILESAAIDERISEAEDAA EADS RS 


Projected Real GDP Growth, 2.7% 2010-11 Deficit Projection $19.7 billion’ 
FTE ROTA | AMI a Seago 
PUN MUNIN" NEM BCU APTEGIS esi Gh... caeseilliag 
“ie snes ay 087 ee 


Jobs sinca Oekober 30037 Ray rae Acetate Ea eee te 
Ratio (2003-04) 


Real GDP (2009 above 2003) 6.2% Accumulated Deficit-to-GDP 23.7% 
___Ratio (2009-10) 


Rol bee heen tat a J \ LAUR SVEMALET SME Bkey. ot 2. be Fam > 24 
____(2009 above 2003) 


Over the past year, Ontario’s economy has been hit hard by 

the global economic downturn — including a recession in the 

United States, heightened financial market turmoil, and a contraction 
in the manufacturing sector. To help lessen the burden of the recession 
on Ontario's families and businesses, the government took decisive 
measures and made responsible choices. These necessary investments 


have contributed to a projected deficit of $21.3 billion for 2009-10. 


The government has been quick to act on the fiscal challenge that faces 
Ontario. Building on its track record, the government has introduced 
measures to achieve significant fiscal savings — both this year and over 
the medium term — that have allowed the government to achieve lower 
deficit projections than were published in the Fall 2009 Ontario Economic 
Outlook and Fiscal Review. 
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Fiscal Balance Chart 1 


($ Billions) 
Interi Plan Medium-Term Outlook 
a 2009-10 2010-11 2011-12 2012-13 
(5.0) 
(10.0) 


(15.0) 


(17.3) 


S 


(19.7) 


(20.0) (21.3) \ (19.4) 
(21.1) 
(25.0) \\ @ 2010 Ontario Budget 


S Fall 2009 Ontario Economic Outlook and Fiscal Review 


There are now clear signs that the Ontario economy has stabilized and 
that recovery is taking shape. Growth is expected to strengthen due to 
improving global demand, significant government actions to support 

jobs and the economy, and government policies to promote long-term 


competitiveness and growth. 


Ontario has established a strong foundation for future prosperity through 
its tax plan for jobs and growth and by making major investments in key 
public services and infrastructure. As the government's stimulus is wound 
down and economic growth takes hold, Ontario will continue to build on 
that foundation with its five-year Open Ontario plan and by modernizing 
government operations. These measures will allow it to hold program 
expense growth to a rate less than the growth in revenue and cut the 
deficit in half within five years. As a result, the Province is projecting 
diminishing deficits of $19.7 billion in 2010—11, $17.3 billion in 2011-12 
and $15.9 billion in 2012—13, with a balanced budget by 2017-18. 
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Ontario's Economic Outlook and Fiscal Plan 
| — MMI 


Section B: 2009-10 Interim Fiscal 
Performance 


As outlined in the Fall 2009 Ontario Economic Outlook and Fiscal Review, 

lower 2008—09 results and a weaker economy in 2009 led to a significant 
reduction in projected revenues for 2009-10. Total expense increased as 
the Province invested to support job creation and lessen the impact of the 


economic downturn on Ontarians. 


Since the fall of 2009, Ontario’s economy has stabilized and begun to 
recover while the Province’s finances have improved and strengthened. 
There are clear signs that Ontario’s economic recovery is taking 

shape. Jobs, gross domestic product (GDP), merchandise exports and 
manufacturing sales have all improved from lows posted during the 
recession. However, the pace of recovery has been moderate and these 
key indicators remain below pre-recession levels (see Section C of this 
chapter). The economic recovery has improved the Province’s finances 


through a modest increase in taxation revenues. 


In addition, as the global recession took hold, the government took 
immediate action to manage spending while protecting the quality and 
sustainability of public services. Building on its track record of fiscal 
responsibility, the government tasked the Treasury Board Working 

Group with leading the 2009 expenditure management review to ensure 
taxpayers’ dollars are spent effectively. Going forward, the Province will 
continue implementing expenditure management measures to support its 


commitment to return to fiscal balance (see Chapter I, Section B). 
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The government’s plan is producing results. The Province is now 
projecting a $21.3 billion deficit in 2009—10, an improvement of 
$3.4 billion from the $24.7 billion deficit forecast published in the 
Fall 2009 Ontario Economic Outlook and Fiscal Review. 


The improved fiscal projection is mainly due to a $1.9 billion reduction in 
program expense resulting from the government’s prudent management 
of expense, as well as lower costs associated with the Provincial response 
to the H1N1 flu virus. In addition, the Province’s interest on debt 


expense projection is $0.5 billion below the fall forecast. 


66 


Ontario’s Economic Outlook and F 
—— LLL 


IMPROVED TRANSPARENCY IN FINANCIAL REPORTING — 
IMPACTS ON ONTARIO’S FISCAL PLAN 


Starting with this Budget, a number of items will be presented differently 
for improved transparency in reporting. These changes are being made to 
comply with recently revised Public Sector Accounting Board standards. 
These presentation changes do not impact the Province’s annual surplus/ 
deficit results or underlying revenues and expenses. 


The principal change is the treatment of Education Property Tax. Previously, 
Education Property Taxes collected by municipalities for local schoo! boards 
were netted against (i.e., subtracted from) Education expense. Under the 
new presentation, Education Property Taxes are included in Provincial 
revenue and are no longer netted against Education expense. 


To facilitate comparisons, the Province’s historical revenues and expenses 
have been restated to account for this reporting change. The following table 
illustrates how this change affects the Province’s 2008-09 financial results. 


Onevene le 


% 
$ 


| Reserve 
Have ER ere atc RT CCC : 
Surplus / (Deficit) (6.4 


Note that while the surplus/deficit of the Province as well as the accumulated 
deficit are unaffected by this change in presentation, there has been a 
change in the calculation of net debt. See Addendum to the 2010 Ontario 
Budget: Ontario’s Plan to Enhance Accountability, Transparency and 
Financial Management for more information. 
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2009-10 In-Year Fiscal Performance 
($ Millions) 
Fall 


Expense ~ gic | 
Programs ~ 
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‘Total Expense 
Surplus/(Deficit) 471 6) 
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Table 2 


Change from 
__Interim— Fall | Outlook 


96,409 (239) 


8,930 ar (476) 
117,739 (2,425) 
- __(1,200) 


MELEE ELE T EDEL ELLIE, 


__ (21,330) _ 3,386 


EEE LEER TEES 


' Both revenue and expense have been restated to reflect fiscally neutral accounting changes 


from incorporating the education property tax. 


Mote Nimibets ay NOU aad ave nO TOUNCING a oe oe Ce a 


The interim outlook for 2009—10 projects that revenue will be 
0.2 per cent below the forecast in the Fall 2009 Ontario Economic Outlook 


and Fiscal Review. Total expense for 2009-10 is projected to decrease by 


2.0 per cent from the fall forecast. 


The reserve has been drawn down to help offset the impact of slower 


economic growth on the Province’s fiscal performance. 


The 2009—10 interim results are based on the best information available 


as of early March 2010. Given the preliminary nature of the interim 


forecast, these projections are subject to change as actual Provincial 


revenue and expense are finalized in the 2009—10 Public Accounts. 


In-Year Revenue Performance 


Total revenue in 2009-10 is estimated to be $96,409 million. This is 
$239 million or 0.2 per cent below the Fall 2009 Ontario Economic Outlook 


and Fiscal Review forecast. 
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Summary of Revenue Changes since the Fall _ Table 3 
2009 Ontario Economic Outlook and Fiscal Review 
($ Millions) 


Interim 
2009-10 
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Infrastructure 


i $$ 
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Note: The Fall 2009 Ontari onomic ‘Ou ook and ‘Fiscal Review forecast is restated to reflect accounting 
changes due to the implementation of line-by-line consolidation of controlled broader public-sector 
organizations. For a restated version of the 2009 Budget and Fall 2009 Ontario Economic Outlook and Fiscal 
Review revenue outlook, see Section D of this chapter. tess | 


Revenue Changes 
Highlights of key 2009-10 revenue changes from the Fall 2009 Ontario 


Economic Outlook and Fiscal Review forecast are as follows: 


M Taxation Revenues are slightly higher (0.4 per cent) than projected 


due to favourable changes in the composition of economic growth. 


Vj Transfers from the Government of Canada for infrastructure are 
$777 million lower due to revised timelines for capital projects and 
changes in federal funding. A significant portion of the expenditure 


planned for 2009-10 will occur in 2010-11 or later years. 
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yj Other Government of Canada transfers are $96 million higher, 


largely due to Labour Market program funding re-profiled to 2009-10. 


Ka) The combined net income of Hydro One Inc. and Ontario 


Power Generation Inc. (OPG) is estimated to be $186 million 
lower, largely due to lower electricity market prices received by 


OPG for its unregulated and non-contracted electricity output. 


vj Ontario Lottery and Gaming Corporation net income is 


$83 million lower, mainly due to lower gaming revenue from slot 


machines and casinos. 


yj Net income from the Liquor Control Board of Ontario is 


$93 million higher due to stronger-than-expected sales, including 


better-than-expected sales of higher-margin products. 


yj All Other Government Business Enterprises are $7 million 


higher, largely due to an accounting change in reporting financial 
results for the Ontario Northland Transportation Commission _ 


(ONTC). The impact of the reporting change is fiscally neutral. 


Yj Revenues recorded under Power Sales are $472 million higher 


due to the Lambton and Nanticoke support contract between the 
Ontario Electricity Financial Corporation and OPG. The increase in 
“Power Purchase” expense for the Lambton and Nanticoke contract 
is fully offset by the increase in revenues recovered from electricity 


ratepayers under Power Sales. 


a) Other Non-Tax Revenue is $118 million lower, largely due to 
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lower Electricity Debt Retirement Charge revenue, lower Vehicle 
and Driver Registration Fees, lower Royalties, and lower Other Fees, 


Licences and Permits. These decreases are partially offset by higher 


Reimbursements and Sales and Rentals revenues. 


Ontario’s Economic Outlook and Fiscal Plan 
— LLLLLLLL 


In-Year Expense Performance 


Total expense in 2009-10 is currently projected to be $117,739 million, 
a decrease of $2,424.7 million, or 2.0 per cent, from the Fall 


2009 Ontario Economic Outlook and Fiscal Review forecast. 


Summary of Expense Changes since the Fall 


2009 Ontario Economic Outlook and Fiscal Review | 
($ Millions) 


Interim 
Program Expense Changes ; 
vTricainsecione MOLI + Che yo Wbdkrn) SERN «Hom Med 9 91 1e(500.6)6 
___ Education Sector’ Ray rors wert bal teins Pasty ss Lae) 
_ Postsecondary a and Training Sich mies Perm: I) anne (237.9). 
__dustice Sector Pe Fea gine ys eR Pee hay a3 )et Mabe 3 oot (62. 4) 
. _ Other Program Expense Changes _ PEORIA A TPR VA AE 8 OAR ees mo 142. 3) 
‘Total | Program Expense Changes _ DU, ES. SN us thar MORO . at 948. HM 
Total Expense Changes _ 
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"Excludes Teachers’ Pension Plan. (nee 


Expense Changes 
Highlights of key 2009—10 expense changes from the Fall 2009 Ontario 


Economic Outlook and Fiscal Review forecast are as follows: 


MI Health sector expense decreased by $599.6 million, primarily due 
to lower-than-anticipated costs to respond to the H1N1 flu virus 
and revised timelines for capital projects related to the Recreational 
Infrastructure Canada Program in Ontario and the Ontario 


Recreation Program that will now be implemented in 2010-11) 


J Education sector expense decreased by $47.5 million, due 
to lower Ministry of Education spending on administration and 


other programs. 
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vj Postsecondary and Training sector expense decreased by 


$237.9 million, primarily due to revised implementation timelines 


for various capital projects. 


vj Children’s and Social Services sector expense increased by 


$141.0 million, mainly to support the delivery of programs for the 

vulnerable, including social assistance and child protection services. 
This increase also includes $18.3 million for community projects to 
support the renewal of social services facilities used by low-income 


and vulnerable Ontarians. 


vy Justice sector expense decreased by $62.4 million, primarily 


due to revised schedules for courthouse and correctional facility 


construction projects. 


J Other program expense decreased by $1,142.3 million in 


2009-10, reflecting the balance of changes in program expense. 
These include ministries’ savings as a result of expenditure 
management measures, revised schedules for infrastructure projects 
to be completed in 2010—11, as well as a decrease in expenses of 
various consolidated organizations. The Operating Contingency 
Fund has been maintained at $50.0 million in recognition of expense 
changes that could materialize as the 2009-10 Public Accounts 


are finalized. 


vj Interest on Debt expense is $476.0 million lower than forecast in 
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the Fall 2009 Ontario Economic Outlook and Fiscal Review. This amount 
reflects the impact of lower-than-forecast interest rates on floating 
rate debt, more financing at shorter-term maturities, and a lower 
deficit than forecast in the Fall 2009 Ontario Economic Outlook and 


Fiscal Review. 


Section C: Ontario’s Economic Outlook 


OVERVIEW 


Ontario’s families and businesses are still feeling the effects of the global 
financial and economic crisis. Despite the rebound of 91,700 jobs since 
May, Ontario employment is still down by 158,000 jobs from the 
pre-recession level. Over the five-year period before the global recession, 
Ontario employment had increased by almost 490,000 net new jobs. 

The global economy remains fragile, which is a threat to Ontario’s 


continuing TECOVELY. 


Millions of Jobs Chart 2 
6.80 


489,700 Jobs Gained: 
6.75 es Oct. 2003 to Sept. 2008 


91,700 Jobs Gained: 
May 2009 to Feb. 2010 


249,700 Jobs Lost: 


6.45 Sept. 2008 to May 2009 _—— 


Jan. 08 Apr.08 Jul.08 Oct.08 Jan.09 Apr.09 Jul.09 Oct. 09 Jan. 10 


Source: Statistics Canada. 
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The Ministry of Finance is projecting real gross domestic product (GDP) 
growth of 2.7 per cent in 2010, 3.2 per cent in 2011, 3.2 per cent in 
2012 and 3.0 per cent in 2013, slightly below or in line with the 
private-sector average each year.' Growth is expected to strengthen due 
to improving global demand for Ontario exports, significant government 
actions to support jobs and the economy (see Chapter I: Ontario’s 

Plan for Prosperity) and government policies to promote long-term 


competitiveness and growth (see Chapter III: Tax and Pension Systems for 


Ontario’s Future). 


Ontario Economic Outlook Table 5 


(Per Cent) 
2007 2008 2009 2010p = 2011p = 2012p =. 2013p 


RealGDPGrowth 23 (0.5) (3. de), 27 eee ET 
NominalGDPGrowth ss 4454 (3.5e)) = 4.4 5.0 yep Samia, 
Employment Growth a Aes, ig (2.4): Bia ina Ses 7 ogy) a 420 
cm Inflation 18. 232% 04612 4.9 les Sieh 
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= = estimate. D = - Ministry of Finance planning projection. 
Sources: Statistics Canada and Ontario Ministry of Finance. 
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' This forecast is based on information available up to March 12, 2010. 
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Due to the sharp decline in GDP resulting from the global recession, 
Ontario real GDP is expected to remain below its pre-recession level 
until the first quarter of 2011. Since employment growth tends to lag real 
GDP growth, it is expected to take somewhat longer for the province to 


see the same level of employment as before the global recession. 


Index of Ontario Real GDP and Employment Chart 3 
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Sources: Statistics Canada and Ontario Ministry of Finance. 
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Signs of Economic Recovery in Ontario 


There are clear signs that the Ontario economy has stabilized and that a 
recovery is taking shape. All major indicators in Ontario have improved 


from lows posted during the recession. 


Economic Recovery Post-Recession Table 6 


Pre-Recession Global Recovery 
Levels Recession _to Date 
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Hobs (000s) 6708 Cee ee 
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Manufacturing Sales ($ Billions) Rah ea eR Mmm SSS) Alu Al 
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Ontario real GDP declined for four consecutive quarters, falling 

4.7 per cent from the second quarter of 2008 to the second quarter 

of 2009. Since the low point, Ontario real GDP has increased for two 
consecutive quarters, rising 0.5 per cent in the third and 1.6 per cent in 
the fourth quarter of 2009. Despite the improvement, the level of real 


GDP is still 2.8 per cent below the pre-recession level. 
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In the period from September 2008 to May 2009, Ontario employment 
dropped by 249,700. Since May 2009, as the Ontario economy has 
stabilized, employment has increased by 1.4 per cent or 91 ,700 net new 
jobs, recovering more than one-third of the jobs lost during the recession. 
Over the past nine months, Ontario’s employment growth has been 


stronger than most other provinces’ and significantly above that of the 


United States as a whole and every U.S. state. 


Per Cent : Chart 4 
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Note: Total U.S. employment is taken from the Current Employment Statistics Survey, while state employment is 
from Local Area Unemployment Statistics. 
Sources: Statistics Canada and U.S. Bureau of Labor Statistics. 
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Retail trade has posted the strongest gains, recovering almost 80 per cent 
of the decline that occurred during the recession. Much of this decline 
was due to the sharp drop in auto sales, which plummeted 22.1 per cent 


during the recession. 


Ontario Retai Sales. 


$ Billions Chart 5 
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Recovery +8.4% or $1.0B 


Down 9.6% or $1.2B 
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Source: Statistics Canada. 
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Ontario’s manufacturing sector suffered a sharp decline in activity 

during the recession. Manufacturing sales have begun to recover but remain 
18.9 per cent below pre-recession levels. Auto production improved to 
476,000 units in the fourth quarter of 2009 but is still almost 19 per cent 
below pre-recession levels. Ontario’s international merchandise exports 
have also improved but remain 22.3 per cent below the pre-recession levels 


of July 2008. 


trio Manufacturing Sales 


| and International Merchandise Exports 


Chart 6 


Sales Exports 
($ Billions) ($ Billions) 
26 15 
24 oom Mfg. Sales oem Exports 14 
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Sources: Statistics Canada and Ontario Ministry of Finance. 
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Housing sales plunged 28.4 per cent during the recession but have 
fully recovered over the past year. Ontario housing prices declined 


5.8 per cent during the recession but have risen since then, reaching 


new highs. 


Ontario Home Sales 


Units (000s) Chart 7 
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Source: Canadian Real Estate Association. 
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Ontario Was Hard Hit by the Global Recession 


Ontario’s real GDP posted a larger decline in 2009 than that of Canada or 
the United States, but not as severe as in many G7 countries (Germany, 
Italy, Japan and the United Kingdom). In 2009, Ontario represented 
about 40 per cent of Canadian GDP but accounted for 51 per cent of the 
decline in Canada’s output. This degree of change reflects the relative 
size of the auto sector, which represented 2.6 per cent of Ontario's GDP 
in 2009, compared to 0.2 per cent in the rest of Canada. Government 
support for the auto sector last year preserved at least 85,000 Ontario 
jobs. The auto industry directly and indirectly supported about 400,000 
Ontario jobs in 2008. Output in Ontario’s automotive sector declined by 
28.7 per cent in 2009. 


Ontario’s decline in real GDP in 2009 was not as steep as Michigan’s 
(-5.1 per cent) but was similar to that of other Great Lake States (Ohio 
-3.4 per cent and Indiana -3.2 per cent), Ontario's real GDP fell more 


than that of any other province, except Newfoundland and Labrador. 


Per Cent Change 
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Sources; Statistics Canada, U.S. Bureau of Economic Analysis, IHS Global Insight, 
Ontario Ministry of Finance and Ministry of Finance Survey of Forecasts. 
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Similarly, employment in Ontario posted a steeper decline in 2009 than 


in G7 countries, with the exception of the United States (-4.3 per cent). 


This reflects the importance of the auto industry to Ontario and the 


impact of the global recession on this industry. Some individual U.S. 


states posted particularly severe job losses in 2009: Michigan 
(-7.4 per cent), California (-4.6 per cent), Illinois (-4.9 per cent) and 


Ohio (-4.2 per cent). Ontario employment has risen modestly since 


May 2009 while U.S. employment has continued to decline. 


Recession’s Impact on Employment, 
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Note: Total U.S. employment is taken from the Current Employment Statistics Survey, while state employment 
is from Local Area Unemployment Statistics. 
Sources: Statistics Canada and U.S. Bureau of Labor Statistics. 
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Challenging Global Environment Affecting Ontario Outlook 


Ontario’s economic outlook is heavily influenced by global economic and 
financial conditions, particularly U.S. demand, oil prices, the Canadian 
dollar exchange rate and interest rates. Private-sector forecasts for these 


factors are summarized in the table below. 


External Variables 


Average Private-Sector Forecast 


ao 20m 20122013 
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; Government tof Canada interest rates. 
Sources: Blue Chip Economic Indicators (March 2010) and Ontario Ministry of Finance Survey of Forecasts 


U.S. Economy Growing 


The United States, which is beginning to recover from one of the deepest 
recessions on record, is Ontario’s most important export market. 

It accounts for about 80 per cent of the province's international exports. 
U.S. businesses are increasing investment and consumer spending is 
rising. Although residential investment improved in the second half of 
2009, recent indicators suggest it remains fragile. A weakening in U.S. 
residential housing investment would continue to have a negative impact 


on Ontario’s forestry industry. 


U.S. real GDP is expected to rise by 3.1 per cent in 2010, 3.0 per cent 

in 2011 and by an average of 3.3 per cent annually in 2012 and 2013. 
Canada and the United States recently reached an agreement under which 
the United States has waived the Buy American provisions under the 


American Recovery and Reinvestment Act of 2009. 
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This agreement will allow Ontario businesses to participate in LisSe 
infrastructure projects and gain access to a variety of U.S. state and local 


public works projects, estimated at nearly $65 billion US. 


U.S. auto sales are expected to rise 12.5 per cent to 11.7 million 

units in 2010. Sales are expected to continue to rise, to 13.2 million 
units in 2011 and to average 14.7 million units in 2012 to 2013. 
Although ULS. auto sales are expected to rebound strongly, they will 
remain well below the 2007 peak of 16.1 million units. U.S. demand 
for Ontario exports will likely be hampered by continuing weakness 

in U.S. consumer and business credit growth, the high value of the 
Canadian dollar and withdrawal of government actions to stimulate the 
economy. In addition, job losses are continuing and the unemployment 
rate remains high at around 10 per cent, the highest rate since 1983. 
Asa result, the U.S. recovery is expected to be weaker than in previous 


post-recession periods. 


U.S. Real GDP Growth 


Per Cent Change Chart 10 


3.2 


(3) (2.4) 
2006 2007 2008 2009 2010p 2011p 2012p 2013p 


p = private-sector survey average. 
Sources: U.S. Bureau of Economic Analysis and Blue Chip Economic Indicators (March 2010). 
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Oil Prices Rising 


Stronger global growth is leading to firmer commodity prices. 

Oil prices rose from below $34 US a barrel in February 2009 to over 
$83 in January 2010. Recently, oil has been trading at around $80 US 

a barrel. Private-sector forecasters, on average, expect oil prices to 
increase from $79 US per barrel in 2010 to $101 US per barrel in 2013. 
There is a wide range of views on oil prices, reflecting uncertainty about 
demand conditions and available supply. For planning purposes, the 
Ministry of Finance forecast is based on the futures contract for oil prices 
as of March 10, 2010. Oil prices are projected to rise from $82 US per 
barrel in 2010, to around $86 US per barrel in 2011 and average $87 US 
per barrel in 2012 and 2013. 
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Canadian Dollar Strengthening 


The Canadian dollar rebounded sharply in the middle of 2009, rising 
from below 77 cents US in March to over 97 cents US in October, 
influenced by higher commodity prices, global economic stabilization 
and a broad depreciation in the U.S. dollar. Recently the dollar has been 


trading at around 97 cents US. Private-sector forecasters expect the 


exchange rate to remain high over the medium term. 


Cents US Chart 11 
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p = Ministry of Finance planning projection. 
Sources: Bank of Canada and Ontario Ministry of Finance. 
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Interest Rates to Rise 
The Bank of Canada’s Senior Loan Officer Survey reported a stabilization and 


slight improvement in business credit conditions, the first improvement since 
the start of the credit crisis in mid-2007. Business credit has begun to grow 
again, led by market-based financing, Household credit has expanded briskly 


in response to low interest rates and a resurgence in housing market activity. 


Interest rates for both businesses and consumers are at or near record lows. 
The Bank of Canada has committed to keeping its overnight interest rate 
target unchanged until the middle of this year. Most forecasters expect the 
Bank to begin raising interest rates later this year. Over the next few years, 
interest rates are expected to move back up, approaching more normal 
pre-crisis levels. There is a risk that interest rates could increase faster 

and be higher than expected. Interest rates affect consumer spending and 


business investment as well as the projected expense for interest on the 


Province’s debt (see Chapter IV: Borrowing and Debt Management). 


Per Cent Chart 12 
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p = Ministry of Finance planning projection. 
Sources: Bank of Canada and Ontario Ministry of Finance. 
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Impact on Ontario of Changes in Global Factors 


Table 8 shows the implications of changes in each of the key external 
factors on Ontario’s growth, assuming that the other external factors 
do not change. The wide range shows how difficult it is to predict 
economic performance, creating uncertainty and risks for the Ontario 


economic outlook. 


iges in Key Assumptions on Ontario — 


| First Second 


Pp PD, RL ND SBS Soar ieh oA Ne ET ERDAS PP rE Terrie Mrmr verre tart Vedi es Year 
‘Canadian Dollar Depreciates by Five Cents US _ GEE UES SEE eI 04 Is i 00.8 ee 0.5 to 1 . 2 
World Crude Oil Prices Decrease by $10 US per Barrel = 0.11003 0.1 10.0.3 
U.S. Real GoP Growth Increases by One Perce ntage Point sf ee 3 to 0. ee 0.4 4 to 0. 8 
Canadian Interest Rates Decrease by One Percentage F Point. 0.11005 0.2to 0. 6 


Outlook for Ontario’s Economic Recovery 


Ontario’s export growth is reviving as the U.S. and global economies 
recover. The global rebound in auto sales is prompting a sharp turnaround 
in Ontario’s auto exports. Ontario’s trade with the rest of the world will 
benefit from increased demand for commodities, industrial goods and 
machinery and equipment, particularly from emerging Asian markets. 

As well, growth in other provinces will support interprovincial exports. 
Despite the improvement, the volume of exports is not expected to 
surpass its previous peak until the middle of the decade. Real exports are 
forecast to increase by 5.0 per cent in 2010 and an average of 4.5 per cent 


annually over 2011 to 2013, reflecting the improving global environment. 
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p = Ministry of Finance planning projection. 
Sources: Statistics Canada and Ontario Ministry of Finance. 


Following the large decline last year, improving business conditions 
are expected to support a strong rebound in corporate profits, which 
are projected to rise by an average of 13.6 per cent annually between 
2010 and 2013. The rebound in corporate profits, coupled with rising 
global demand and increased tax competitiveness due to Ontario’s 


Tax Plan for Jobs and Growth, is expected to support strengthening 


business investment over the coming years. Investment in machinery and 


equipment is expected to increase by an average of 6.9 per cent annually 


between 2010 and 2013 while investment in non-residential construction 


is projected to increase by an average of 5.5 per cent annually from 


2010 to 2013. 


Ontario’s economic recovery continues to be supported by strong 
public-sector capital spending. Following strong growth in spending in 
2009 (14.0 per cent), capital expenditures by all levels of government 
in Ontario are expected to increase by a further 16.4 per cent in 


2010, second among all provinces and well above the national average 
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tl 


(9.9 per cent). For more information on Ontario government 
infrastructure investments, including record investments in 2009-10 


and plans for significantly more in 2010-11, see Chapter I: Ontario's Plan 
for Prosperity. 


Investment in 2010 


Per Cent Change Chart 14 
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Source: Statistics Canada. . 


The housing market is expected to be healthy in 2010. Housing resales 
are projected to rise by five per cent in 2010, drop by 10 per cent in 2011 
as a result of higher average mortgage rates, and increase by an average 

of four per cent annually in 2012 and 2013. Accordingly, house price 
appreciation is set to moderate in coming years, averaging 2.4 per cent 
annually between 2010 and 2013. Demographic demand for new homes 
will support a gradual pickup in housing starts, which are projected to 
increase from 58,000 units in 2010 to 72,000 units in 2013. 
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Over Halt a Million Jobs Expected 


Millions of Jobs Chart 15 
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p = Ministry of Finance planning projection. 
Sources: Statistics Canada and Ontario Ministry of Finance. 


Employment is projected to increase by 1.1 per cent in 2010, 
strengthening to an average of 2.1 per cent annually over 2011 to 2013, 
resulting in 504,000 more jobs in 2013, than in 2009. The unemployment 
rate is expected to stabilize at 9.1 per cent in 2010 as job creation 

keeps pace with the increase in the number of people seeking jobs. 
Ontario’s employment forecast is in line with private-sector forecasts. 
These forecasts have incorporated the benefits of the Tax Plan for Jobs and 
Growth and other government actions to support jobs and the economy. 
Over the medium term, Ontario’s unemployment rate is expected to 


decline to 6.8 per cent in 2013. 
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Labour income is expected to rebound by 2.7 per cent in 2010 and 
increase by an average of 5.1 per cent annually over 2011 to 2013, 
supported by solid employment gains. Healthy housing activity and 
increasing incomes will spur solid growth in household spending. 
Real consumer spending is expected to increase by 2.2 per cent in 
2010 and then accelerate to an average of 2.7 per cent annually in 


2OLT torZ0b3s 


Private-sector forecasters expect Ontario’s Consumer Price Index (CPI) 
inflation rate to be 1.9 per cent in 2010 and 2.1 per cent in 2011. It is 
projected to average 2.0 per cent from 2012 to 2013, the mid-point of 


the Bank of Canada’s target range of one to three per cent. 
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Details of the Ontario Economic Outlook 


The following table shows details of the Ministry of Finance’s economic 


outlook for 2010 to 2013. 


The Ontario Economy, 2008 to 2013 Table 9 


(Per Cent Change) 


_ Projection 


ARIA RNEREAA RRS 


ue JR “fem Cres) 40 33 40 22 
. “Machinery and Equipment AT ATL PR RTA 


~ Labour Market 


Key External Variables — 
mS Real Gross Domestic Product 5s 04 (24) 3.1 8.0 8A 8D 
__3-month Treasury BillRate* == 230308 
_10-year Go vernm: ent Bond Rate R ate” e* LEO EER RE 
e = estimate. 
* Government of Canada interest rates (per cent). 
Sources: Statistics Canada, Canada Mortgage and Housing Corporation, Bank of Canada, New York 
Mercantile Exchange, U.S. Bureau of Economic Analysis, Blue Chip Economic Indicators and Ontario 
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Private-Sector Forecasts 


The Ministry of Finance surveys private-sector forecasts to determine 
appropriate planning assumptions. Private-sector forecasters are 

calling, on average, for Ontario real GDP to grow by 3.0 per cent in 
2010, 3.2 per cent in 2011, 3.2 per cent in 2012 and 3.0 per cent in 
2013. However, there is a wide range of views among forecasters. The 
Conference Board of Canada is the most optimistic, calling for growth 

of 3.5 per cent in 2010 and an average of 3.6 per cent over 2011 to 2013, 
while IHS Global Insight is the most pessimistic, expecting growth of only 
2.3 per cent in 2010 and an average of 3.3 per cent over 2011 to 2013. 


Private-Sector Forecasts for Ontario Real GDP Growth Table 10 
(Per Cent) 


(RBC Financial Group (March) 8) tS 


‘TD Bank Financial Group (March) _ Wa ae 5 Sa Bee 3.0... iiiey aaa = 
Private-Sector Survey Average = 80888 
‘Ontario’s Planning jAssumption 2.7 3.2. 


“Sources: Ontario Ministry of Finance and Ontario Ministry of Finance Survey of Forecasts (March 12,2010). 
To ensure reasonable and accountable economic projections, the 

Ministry of Finance consults extensively with private-sector forecasters. 
The Ontario Economic Forecast Council was established as part of 

the Fiscal Transparency and Accountability Act, 2004 to provide advice on 
macroeconomic forecasts and assumptions. The Minister of Finance met 
with council members and other private-sector forecasters in the process 
of preparing the 2010 Budget. Council members were asked to review the 
Ministry of Finance’s economic assumptions in February 2010. All of the 
forecast council members provided letters stating that the forecast was 


reasonable. Subsequent to the review, small adjustments were made to 
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the economic forecast to maintain consistency with revisions to private- 
sector forecasts as of March 12, the date the economic assumptions for 


the Budget were finalized. 


Per Cent Chart 16 
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Source: Ontario Ministry of Finance Survey of Forecasts. 


Private-sector forecasts for Ontario economic growth have strengthened 
since the Fall 2009 Ontario Economic Outlook and Fiscal Review. All of the 
10 forecasters surveyed by the Ministry of Finance have raised their 
Ontario 2010 economic growth projections, with the average projection 
for real GDP growth increasing from 2.4 per cent to 3.0 per cent. 

The growth projections have increased recently due to a stronger U.S. 
economy and an improved Ontario labour market. Private-sector 
forecasts for real GDP growth are expected to move higher given the 
strength of recent data. As a result, the ministry’s forecast is a prudent 


basis for fiscal planning. 
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Comparison to the 2009 Ontario Budget 


Changes in Key Economic Forecast Assumptions Table 11 


2010 Budget Compared to 2009 Budget 
(Per Cent Change) 


2009 2010 2011 


AISES ALU LISSLOLUSEDAE ABO AESDILSISLIOSAOCSOLES ESSE EE WAAAY SOSUSYELELULESEOOETLELULIESELELEEELELILUSUEIELLELSILESESSSTSISILLLISELLIMIEIESSSASEIC EGG: 


~ 2009 2009 2010 2009 2010 
Budget Actual Budget Budget Budget _ Budget 


Corporate Profits (24.8) (38.8e) 


Key External Variables 

Crude Oil (¢ US per Barrel) _ | A743 Bh hex. 555 821 60.4 85.7 

Canadian C Dollar (CentsUS) 80.0 87.6 = 85.0 96.0 88.0 97.5 

3-month Treasury Bill Rate* 0.6 0.3 al 0.6 on 2.0 
(Per Cent) 


10- -year Government Bond Rate* 2.9 3.0 on apr 4.4 4.2 
e = estimate. 

* Government of Canada interest rates. 

Sources: Statistics Canada, Canada Mortgage and Housing Corporation, Bank of Canada, New York 
Mercantile Exchange, U.S. Bureau of Economic Analysis, Blue Chip Economic Indicators and Ontario 
Ministry of Finance. 
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Comparison to the 2009 Fall Economic Statement 


Changes in Key Economic Forecast Assumptions 
2010 Budget Compared to 2009 Fall Economic Statement (FES) 
2009 2010 2011 


ae Tr Us ONDO; S. «| «2009S: 2010 «2009. = 2010 
a _FES Actual FES Budget FES _— Budget 
‘Real Gross Domestic Product (3. Sie @. 3.4e) oy a Lat cect a, 3. On yee 


‘Nominal Gross Domestic Product — AG 8) (3.5e) “6 ‘yg ere ae 5.0 


MOSER OPER IEAEEEED 


Retail Sales Goer GS\IMebin me sGe Ww4AN Ut C46 


‘Housing Starts (000s)  ==-ss(“‘i‘éBS 50.4 80.0 58.0 60.0 60.0 
‘Labour Income _ (12) (0.96) 21. 27 440 a8 


‘Corporate Profits. (38.9) (38. 8e) 23.5 31.0 14.4 10.5 


Job Creation (000s) (171) (161) 
‘Key External Variables 


Crude Oil ($ US per Barrel) ie PUI Ie i Eo Cle LE ral 
‘USS. Real Gross Domestic Product (25) (24) 25 3131 8.0 
Canadian Dollar (Cents US) 88.0 87.6 95.0 98.0 96.097. 
‘S-month Treasury BillRate* (Per Cent) 0.3 0.3 0.706 2A 


| 10-year Government Bond Rate* bas eee adr th ce ori 4.2 


e = estimate. 

* Government of Canada interest rates. 

Sources: Statistics Canada, Canada Mortgage and Housing Corporation, Bank of Canada, New York 
Mercantile Exchange, U.S. Bureau of Economic Analysis, Blue Chip Economic Indicators and Ontario 
Ministry of Fimance Sue Rane hee et ae 
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Section D: Ontario’s Revenue Outlook 


INTRODUCTION 


Ontario government revenues have stabilized and are beginning to 
recover. However, the pace of recovery is moderate and the impact of the 
global financial crisis was substantial. Taxation revenues in 2009—10 are 
estimated at $65.8 billion, 12.2 per cent below their level two years ago. 
Taxation revenues are not expected to recover to their 2007—08 level 


until 2011-12. 


due to Global Recession 


$ Millions Chart 17 
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Source: Ontario Ministry of Finance. 
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Just as Ontario’s economy has been hard hit by the global economic 
recession relative to other provinces, so too have Ontario government 
revenues. This is especially true of Corporations Jax revenues, which 
declined by $6.2 billion (48 per cent) in 2008—09 in Ontario. Further 
declines in 2009-10 have resulted in revenues $7.6 billion (59 per cent) 
below the 2007-08 level. Based on the latest estimates available from 
other jurisdictions as of March 12, 2010, no other jurisdiction in 


Canada has seen a decline as severe as Ontario’s over the 2007—08 to 


2009—10 period. 


Ontario Corporations Tax Revenue 


Decline Largest 


Per Cent Change from 2007-08 Actual to 2009-10 Estimate Chart 18 


Note: Composition may vary by jurisdiction. 
Sources: 2009 and 2010 Budgets (federal and provincial), 2009-10 in-year updates (provincial), 
and 2008-09 Public Accounts (provincial). 
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MEDIUM-TERM REVENUE FORECAST 


Summary of Medium-Term Outlook . Table 13 | 
($ Billions) 


Interim ‘ Plan Outlook HS 
as Revenue onntinnennennneo800 ODA AOREL AD AIA PRALAARI MAAR RAMANA A DAL LIRR ERHARRORESP ASSO 2009-10 ° 201 0-11 2011-12, 201 2-13 
Government o of Canada rete pub Ghigo s Hiatt ap 5 aS el, Hi 
‘Income from Government Business Enterprises Hae ade 46. 
‘OtherNon-TaxRevenue ae 
Total Revenue "06.4" 106: ca 107.7. 0 


SEE ESEESESLLESS OE ELI EO PESO EISELE ESSIEN LRM CLLR EEE ETE ocean aeaneceaeaeec canara 


Note: Numbers may not add due to rounding. 
Source: Ontario Ministry of Fimance, 


The medium-term revenue forecast is based on the Ministry of Finance 
economic outlook and reflects the estimated impacts of government 
policy decisions. Revenues are projected to increase at an annual average 
rate of 5.1 per cent between 2009-10 and 2012—13. This is consistent 
with the economic outlook (see Section C of this chapter) for nominal 
gross domestic product (GDP) growth, averaging 4.9 per cent over the 
2010 to 2012 period. 


Tax Plan for Jobs and Growth 


The Tax Plan for Jobs and Growth reduces Ontario revenue by more 
than $4 billion over the first three years, net of federal assistance of 
$4.3 billion. 
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Transparency in Reporting: Education Property Tax and 
Tax Credits 


Starting with this Budget, a number of items will be presented differently 
for improved transparency in reporting. These presentation changes do 
not affect the Province’s annual surplus/deficit results. Tax revenues 
affected are Education Property Tax, Personal Income Tax and Sales 
Tax. For a detailed discussion of these changes, see the Addendum 

to the 2010 Ontario Budget: Ontario’s Plan to Enhance Accountability, 
Transparency and Financial Management. 
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Personal Income Tax Revenue Outlook Table 14 
($ Billions) 


Interim’ Plan _ Outlook 
© Seon A i ah 2010-11 2011-12 2012. 2-13 
Total Projected Revenue = OD OT 28.3 
“Measures Included in Total _ 5: | (09) (4.0) (1-1) 


Base P RevenueGrowth (PerCent) = "8 eit 4 Bi) 58 
aE : Salaries Gro CTT 9 Ca UR 


The Personal Income Tax (PIT) revenue forecast is consistent with 

the economic outlook for incomes. Wages and salaries growth is the 

most important component of this. The forecast reflects previously 
announced tax measures, such as 2009 Budget PIT cuts, as well as 
measures proposed in this Budget. In Tables 14, 15 and 16, Measures 
Included in Total represents the incremental revenue impact of all tax 
measures announced previously and in this Budget relative to their impact 
on revenue in 2009-10. The latter are discussed in Chapter III: Tax and 
Pension Systems for Ontario’s Future. The forecast also includes impacts of tax 
measures announced by the federal government in its 2010 budget that 
Ontario is obliged to parallel under the current tax collection agreement. 
Other Adjustments include amounts for overestimating revenues in prior 
years’ Public Accounts and the effect in 2009-10 of the global financial 
crisis on taxes related to capital gains and losses. Some recovery in capital 
gains is expected to boost revenues in 2010-11. The revenue base, which 
reflects the impact of macroeconomic factors, is projected to grow at 

an average annual rate of 4.7 per cent over the forecast period. The PIT 
revenue base tends to grow at a faster rate than incomes due to the 


progressive structure of the tax system. 
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Sales Tax Revenue Outlook | Table 15 


($ Billions) 
Interim! Plan Outlook 

_ 2009-10: | 2010-11 2011-12 ; 2012-13 

4 v2 4 
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“Note: N Numbers 1 may not add due to rounding. © 


After adjusting for measures, total Sales Tax revenue base growth is 
consistent with the underlying growth in consumer spending. The Sales 
Tax forecast reflects the introduction of the Harmonized Sales Tax (HST) 
on July 1, 2010 as announced in the 2009 Budget. Tax reform measures 
related to the introduction of the HST are summarized in Chapter III: Tax 
and Pension Systems for Ontario’s Future. Other adjustments include accrued 
revenues related to the future receipt of retail sales taxes that are being 


wound down as of July 1, 2010. 
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Corporations Tax Revenue Outlook Table 16 
($ Billions) 
Interim = Plan Outlook — 
ee a ae 
‘Measures Included inTotl = 1) nin ee ae 5) 
Adjustments for Priot Years = all a es Oe. ae ae 
‘Base Revenue Growth (Per Cent) aa Or spamealt) iden 
Corporate Profit Growth (PerCent) = 810 10.5 90 


“Note: “Numbers. may not -add due to rounding. — 


Corporations Tax (CT) revenues are projected to increase over 
the medium term due to a projected rebound in corporate profits. 
Growth is moderated by the impact of previously announced tax 
measures, including tax measures for business announced in the 2009 
Budget. The forecast also includes impacts of tax measures announced 
by the federal government in its 2010 budget that Ontario is obliged 
to parallel under the current tax collection agreement. There is 

a one-time downward adjustment of $1.5 billion in 2009—10 asa 
result of overestimating CT revenues in prior years’ Public Accounts. 
Other adjustments are largely due to the two-year lag in the provincial 
allocation of Canada-wide corporate income taxes now under 


federal administration. 
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Education Property Tax (EPT) revenue is now included in Ontario 
revenues consistent with fiscally neutral presentation changes to improve 
transparency and accountability. These presentation changes are outlined 
in more detail in the Addendum to the 2010 Ontario Budget: Ontario's Plan 

to Enhance Accountability, Transparency and Financial Management. Education 
Property Tax revenue decreases by an average annual rate of 2.8 per cent 
over the forecast period. This decrease is due to the impact of policy 
measures, including plans announced in the 2007 Budget to reduce high 
business education tax rates. The decrease in EPT revenue also reflects the 


enhancement for the property tax credit announced in the 2009 Budget. 


The Ontario Health Premium forecast is based on the outlook for 
employment and personal income growth. Ontario Health Premium 
revenues are projected to increase by an annual average of 5.2 per cent 
over the forecast period, consistent with the outlook for personal 


income growth. 


The forecast for All Other Taxes is projected to increase by an annual 
average of 4.2 per cent between 2009-10 and 2012-13, reflecting the 
economic outlook discussed in Section C of this chapter. The forecast 
is developed on an item-by-item basis. For example, the forecast for 
Gasoline and Fuel Taxes is based on the outlook for gasoline and diesel 
pump prices, disposable income and real GDP growth. The forecast 


reflects estimated impacts of all previously announced measures. 


The forecast for Government of Canada transfers is based on existing 
federal—provincial funding arrangements. The decline in transfers over 
the forecast period is mainly due to the ending of federal—provincial 
infrastructure stimulus programs after 2010—11, and the ending of 


HST transition payments atter 20TiI—12:. 
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The forecast for Income from Government Business Enterprises 
is based on information provided by each of these enterprises. Revenues 
from government enterprises are projected to increase by $0.5 billion, 


or at an annual average rate of 3.9 per cent, between 2009—10 


and+2012—1 3. 


The forecast for Other Non-Tax Revenue is based on information 
provided by government ministries and provincial agencies. Between 
2009-10 and 2012-13, other non-tax revenues are projected to 
decline by $1.0 billion. Reimbursements from municipalities decline 
by $0.5 billion over this period due to the government's previously 
announced decision to upload the municipal share of the Ontario 
Disability Support Program costs. Most of the remaining decline is due 
to the previously announced replacement of certain alcohol charges, 
including Beer and Wine Fees, with taxes beginning on July 1, 2010. 
This change is revenue neutral to the government. Additional information 
on this change can be found in Ontario’s Tax Plan for Jobs and Growth 


available at ontario.ca/ taxchange. 
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CHANGES SINCE THE FALL 2009 ONTARIO 
ECONOMIC OUTLOOK AND FISCAL REVIEW 


Summary of Medium-Term Revenue Changes since Table 17 


Fall 2009 Ontario Economic Outlook and Fiscal Review 
($ Billions) 


Interim Plan Outlook 
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: ‘Note: Numbers may not add due to rounding. © 


The medium-term forecast for total revenues is slightly lower in 2009—10 
but higher in 2010—11 and 2011—12 compared to the Fall 2009 Ontario 


Economic Outlook and Fiscal Review. 


Stronger Economic Growth projections (see Section C of this 


chapter) have increased the outlook for taxation revenues. 


Tax Measures announced since the Fall 2009 Ontario Economic Outlook 
and Fiscal Review have resulted in a modest decrease in projected revenues. 
These include measures announced in this Budget; additional point-of- 
sale exemptions for the provincial component of the HST for qualifying 
prepared food and beverages sold for $4.00 or less and print newspapers; 
and the impact of paralleling measures announced in the 2010 federal 
budget. For details on measures announced in this Budget, see Chapter III: 


Tax and Pension § ystems for Ontario’s Future. 
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The forecast for Federal Payments has changed due to revised 
timelines for capital projects funded through federal—provincial 
infrastructure stimulus programs, and reflects the outlook for existing 
federal—provincial funding arrangements, based on current demographic, 


economic and fiscal information. 


Net income from Government Business Enterprises is lower over 
the forecast period. The outlook for the combined net incomes of Hydro 
One Inc. and Ontario Power Generation Inc. (OPG) has decreased 

in each year over the medium term primarily due to lower OPG 

earnings as a result of lower projected market electricity prices for its 
unregulated and non-contracted generation. Ontario Lottery and Gaming 
Corporation net income is lower over the forecast period, largely due 

to the projected impact of a strong Canadian dollar and an unfavourable 
economic outlook for U.S. border states. These decreases are partially 
offset by a higher net income outlook for the Liquor Control Board 


of Ontario. 


Revenues recorded under Power Sales are higher over the forecast 
period due to the Lambton and Nanticoke support contract between 

the Ontario Electricity Financial Corporation (OEFC) and OPG. 

The increase in Power Purchase expense for the Lambton and Nanticoke 
contract is fully offset by the increase in revenues recovered from 


electricity ratepayers under Power Sales. 


Other revenue changes largely reflect lower revenue from the 
Electricity Debt Retirement Charge, Vehicle and Driver Registration 
Fees, Crown Stumpage Royalties, and Other Fees, Licences and Permits, 


partially offset by higher Reimbursements and Sales and Rentals revenue. 
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Improved Transparency in Financial Reporting — 
Impacts on Ontario’s Fiscal Plan 


As stated earlier, starting with this Budget, a number of items will be 
presented differently for improved transparency in reporting. These 
changes are being made to comply with recently revised Public Sector 
Accounting Board standards. These presentation changes do not impact 
the Province’s annual surplus/deficit results. 


The principal change is the treatment of Education Property Tax. 
Previously, Education Property Taxes collected by municipalities for 
local school boards were netted against (i.e., subtracted from) Education 
expenses. Under the new presentation, Education Property Taxes 

are included in Provincial Revenue and are no longer netted against 
Education expenses. In addition, property tax credits are now netted 
against Education Property Tax revenue rather than Personal Income Tax 
revenue as was done previously, and sales tax credits are now netted 
against Sales Tax revenue rather than Personal Income Tax revenue as 
was done previously. 


For each of the 2009 Budget and Fall 2009 Ontario Economic Outlook 
and Fiscal Review, the following tables show: 
Wf the revenue forecast as originally presented in those documents; 


(Vf restated revenues consistent with presentation changes for 
improved transparency; and 


i the change in revenues resulting from this restatement. 


See Addendum to the 2010 Ontario Budget: Ontario's Plan to 
Enhance Accountability, Transparency and Financial Management for 
further information. 
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sa. 


Revised Presentation of 2009 Budget Forecast 
summary of Medium-Term Outlook as of 2009 Budget - faule 18 


($ Billions) 


LIC RR EL Outlook 
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Teen feo “ - “ - “i pt rere ie 9 co po ape ioc all “um “ase orm 
oe ew re: 


“20229 
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Ontario Health Premium 


‘Government ofCanada i ittt™*” 661 ae Lem noni 


Income from G Government Business Enterprises 
‘Total Re Re venue 103.6 104. a 
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Sales Tax 


~ Education F Property Tax, poe 
Ontario Health Premium 
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Total Revenue 


ELLE LEER LEE ORDO RIEL LETTE REELED 


f Change Due to Revised Presentation ee eat re ay 
Taxation Revenue 6.5 6.5 


__Personal Income Tax Tei teak od emt bi cult oneal. 
_ Corporations T Tax. Dae: 
. Education Property Tax 


_Ontario H Health 131111 Oa GRR None Anes RMI Raiady rt nti Scie dr’ ales, Mai 
Government of Canada _ 
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Revised Presentation of the Fall 2009 Ontario Economic and 
Fiscal Review Forecast 


Summary of Medium-Term Outlook as of _. Table 19 


Fall 2009 Ontario Economic Outlook and Fiscal Review __ 
($ Billions) | 


Actual) = Plan Outlook 
As P. Melis Fete iten. ys neil fe rene Rh aR eed ee aatce 2010-11 _ 2011-12. 
ao TAX si abi aaron peor aque NTT MMT Me 
_ Corporations Tax _ Reap baht | | | 67 59. 76 7.6 


‘Government of Canada eS 
Income from Government Business Enterprises | 40° 43 45 48 
Other Non-Tax Revenue 7.53 7.6 7.6 7.4 
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Total Revenud © Fis ale a ee eee 

‘Revised Presentation Lh eee 

“Taxation Revenue =e bons 655 ee 13.9 

___Sales Tax _ | 

2 Gomporations Tax ha oe Gps Coa iy OF ee iO 
Education Property Tax a 


Ontario Health Premium 
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Total Revenue ia 96.9 : 966 


LEELA DE OLLI OU UOBEEESLROSLERLESE OS LRURLELIOIUNUELEAEESISPE SEER ESS SESUESESU SO CLOUDS SIRES BESUSUOSUILITE RA IULESEESIIES ROLES ESIESLERLERESSOURLLAER ISITE 


Change Due | to Revised Presentation = 
Taxation Revenue 
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All Other Taxes —} - - ~ 


cronesrscocetnnescesvenapenicsecorteesestensstocnssvetenisesecsnmovestasetssssssiees sssscoosanseevaietevosaseconsencesoneetesinasnesoosaestsisniesoossssesssisecosssssssssesscosssnsetoosstessisisensteesiettoeetestessssssereestisivonssseseeesssocsnsatgsiassssosussinessessirosessacessnssscsenaersensesersssnsteeseasnoesssstotsssbetessamtteecssetecsittereintttetettettets 


Government of Canada he ais A e 


Income from,Govemment Business Enterprises 0 = | te 
Other Non- Tax Revenue =i o he = 


000008 SSIES ISIS SA LSSIDUIDEL SISA BIDS ISIE SLPS SILO METI TELS E LEE EE LITE, 


‘Total Revenue Change | Due e to Revised Presentation tat 6. oe 6.5 6.5 6.6 
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“Total ‘Expense Change Due to Revised Presentation (6. 
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Net Fiscal Impact 
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RISKS TO THE REVENUE OUTLOOK 


Ontario’s revenue outlook is built on reasonable assumptions about the 
pace and strength of Ontario’s rebound from recession. This section 
highlights some of the key sensitivities and risks to the fiscal plan that 
could arise from unexpected changes in economic conditions. These 
estimates are only guidelines and actual results can vary depending on 
the composition and interaction of the various factors. The risks are 
those that could have the most material impact on the largest revenue 
sources. There is uncertainty regarding both the speed and robustness 
of the global economic recovery. If, for example, economic recovery in 
the United States were to falter, Ontario’s economy and revenues would 


be affected. 


There is a broader range of additional risks that are not included because 
they are either not as material or are difficult to quantify. For example, 
there are risks due to the application of losses arising from the global 
financial crisis against future corporate income taxes. While the forecast 
attempts to take into account a reasonably prudent estimate of these 
losses, realized losses could be significantly different. Likewise, income 
from Government Enterprises, representing roughly four per cent of 
total revenues, could be affected by changes in each business's particular 
market. The outlook for Government of Canada transfers is subject 

to those factors that affect federal funding formulas as well as future 


decisions by the federal government. 
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Selected Economic and Revenue Risks and Sensitivities 
Atem/Key Components "2010-11 Assumption 2070711 Sensitivities 2 
Total F Revenues — 


— Real GDP 2.7 per cent growth $750 million revenue change for each 
in 2010 percentage point change in real GDP 
— GDP Deflator 1.7 percent growth growth. Can vary significantly, depending 
in 2010 on composition and source of changes in 
GDP growth. 


LEIA BULA ELEEI SELLA SEIU EE PETIT ESRI BEETLE RELL LE LEO LOEED ELE EEL LLL ROLLED LEELA LED MME ELLE LEELA DADE 


‘Total Taxation Revenues 


— Revenue Base’ 5.6 per cent growth $530 million revenue change for each 
in 2010-11 percentage point change in nominal GDP 
— Nominal GDP 4.4 percent growth growth. Can vary significantly, depending 
in 2010 on composition and source of changes in 
GDP growth. 


SELLA AARMIELA RAPALA HANAN DARREN ROLLOLRESOURER LL SILER ERNIE MRCS HEROES BOREL RU ETAL ELLE LR OEE MOLE MLL EEL OME ELL EA MELE 


Table 20 | 


— Revenue Base 3.5 per cent growth 
in 2010-11 


SOILED SLL REI A LLU LLA LOU OLLL LONER ODE AREOLA ERLE IEEE ELE LEELA ER LLL REM ELEE LOLULIMTRROORA SO LRA ALES RRR OO OLED EACLE, 


“Key Economic ‘Assumptions ily 


— Wages and Salaries 2.7 per cent ——— 
in 2010 percentage point change in wages and 


ease aaa ace 
in 2010 


Unincorporated 4.1 per cent growth $33 million revenue change for 
Business Income in 2010 each percentage point change in 
unincorporated business income growth. 


LUELLA EME ELLESMERE ERLE REL LLL LLL LAE LMT LOBE SUB OOLE LOOT OLLIE a ae 


— Net Capital Gains 29.4 percent growth $8 million revenue change for each 
Income in 2010 percentage point change in net capital 
_ gains income growth. 


— RRSP Deductions 3.3 per cent growth $18 million revenue change in the — 
in 2010 opposite direction for each percentage 
point change in RRSP deductions 
— 2009 Tax-Year $23.6 billion ~ $236 million revenue change foreach 
Assessments? percentage point change in 2009 PIT 
assessments.° 


— 2008 Tax-Year and Prior $1.3 billion $13 million revenue change for each 
Assessments? percentage point change in 2008 and 
prior PIT assessments.° 
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Selected Economic and Revenue Risks and Sensitivities _ 
Item/Key Components 2010-11 Assumption _ 2010-11 Sensitivities 
Sales Tax Revenues — 


— Revenue Base San ae: 0 per ‘cent growth — 


“Key Economic Assumptions 


— Nominal Consumption 3.9 per cent growth $175 million revenue change for 
Expenditure in 2010 each percentage point change in 
nominal consumption expenditure 
growth. 


BRS UBER ULES ES EOBS TALL LLEREITI SRI ROUTES IEEE REEL LALA ELLEN LOSSLESS ELLER LEIDER ELLIE LEELA LL LLL ELLE LLL ELLE LEELA 


Corporations Tax Revenues 


Corporate te sien aire ea, ee a 
in 2010-11 


A kT ey Sa DOM FFA TT TET CNTY TT 
percentage point change in 2009 Tax 
__ Assessments. 


cone eR ORT Te a Speen ec ee a 
in 2010 percentage point change in pre-tax 
_ corporate profit growth.’ _ 


— 2010 Canada Corporate $170 billion $90 million revenue change for 
Taxable Income each percentage point change in 
the federal estimate of 2010 Canada 
Corporate Taxable income, assuming 
Ontario’s 2010 share of taxable 
_ income remains at 39. 6 per cent. 


— 2011 Canada Corporate $194 billion _?s) million revenue change for each 
Taxable Income percentage point change in 2011 

— Ontario Share of 2011 36.2 per cent Canada Corporate Taxable income 
Corporate Taxable Income or Ontario share of 2011 Corporate 

Taxable Income.» 2.» ras 


_K DOE SERLLBLLEEE TE SEEELAASEE LESLIE SRE LEE LLEORLEELLLLEE EERE LER ER LER LEELER LLL RELL EMEA 


— Revenue Base 3.3 per cent growth 
in 2010-11 


- Wages and Salaries 2./ per cent growth | $47 million revenue change for each 
in 2010 percentage point change in wages 
and salaries growth. — 


LAISERLSABIDOBIADELDLLIACLAUDIAASLIMUNMUISLLROLII ALL UIRIADIEC MAURIS IOLLASERELISER AMUN SHAMELESS IARI ALLURE ROEM LE LET TEE oabntcnitanttetaitati mitt bi Ritts 


“Ontario Health Premium (OHP) Revenues 


— Revenue Base 3.9 per cent growth 
in 2010-11 


— Personal Income 3.3 per cent growth sy $97 million revenue change for each 
in 2010 percentage point change in personal 
income growth. 


— 2009 Tax-Year $2.6 billion $26 million revenue change for each 
Assessments percentage point change in 2009 
OHP assessments. 
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Selected Economic and Revenue Risks and Sensitivities 
Item/Key Components 2010-11 Assumption _-2010-11 Sensitivities 
Gasoline Tax Revenues 

— Revenue Base No growth in 201 0-11 


ene arcs = ran SS eae one 
in 2010 opposite direction for each cent per 
litre change in gasoline pump prices. 


LSREERMSELLO REESE TR TE LE EEO EERE R EEL LLLLIEE ILE LEAL EME EL EERE MLE BUELL ELL ELLE LLL 


Fuel Tax Revenues 


— Revenue Base 0.9 per cent growth 
in 201 0-1 ilo LADLOPODELCROLELODDDEAIDIDOLPELLLLDEI ELH 


in 1201 0 percentage point change in real 
GDP growth. 


sponbnnspiconsititoittt ELAN RRNA ONAL LER EARL TEA EE IRR Es sibaiaanuesenenttpntacianininehet tne ttasMntthttY 


Land Transfer Tax Revenues 1 


— Revenue Base 0.1 per cent growth 
in 2010-11 


Housing Resales 7.9 per cent decrease $11 million revenue change for each 
in 2010-11 percentage point change in both the 
number and prices of housing resales. 


— Resale Prices 1.6 per cent growth 
in 2010-11 


WOES Ltt ett 


MONARO AREA ALE NR 


TESLA LO LEE CEE 


payee Sree aie Nie Rl gain avenue ant a 
Share in 2010-11 tenth of a percentage point change in 
population share. 


— Ontario Basic Federal 40.5 per cent $9 million revenue ‘change ii in the 
Tax Share in 2010-11 opposite direction for each tenth of a 
percentage point change in Ontario’s 
Basic Federal Tax share. 


‘sotinosanieanansnanininanininitatahititte tbabiciaiabitttttttt sedephenehennccbenmaninianctanehibe tebe a tReet Ott RRR Stitt tet tt tet TT METTLE TNE ORE EET CTS OTE TLE GELLER LLLELAALE EEL ELLA 


‘Canada Social Transfer _ 


cary Sa at BI A EE 
Share in 2010-11 tenth of a percentage point change in 
ulation share. 


1 ee ee Te pop LO OE a Se 


Revenue base is revenue excluding the impact of measures, adjustments for past Public Accounts 
estimate variances and other one-time factors. 

2 Ontario 2009 Personal Income Tax (PIT) and Corporate Income tax (CIT) are forecast estimates because 
2009 tax returns are yet to be assessed by the Canada Revenue Agency. Some tax amounts for 2008 
and prior years are also yet to be assessed in 2010, and estimates of these amounts are included in the 
revenue outlook. 

3 Any changes in the 2009 or prior-year PIT or CIT assessments will have an effect on 2010-11 revenues 
through a change in the revenue base upon which that year’s growth is applied. 

4 Revenue impact would be realized in the current year if reflected in federal instalment payments. 
Otherwise, it would be recognized in future years. 

5 The provincial allocation of 2011 Canada Corporate Taxable Income will be based on shares from the 
2009 tax returns to be assessed during 2010. 

6 Excludes impact on additional federal payments to Ontario to ensure it receives the same per-capita 
cash support as other receiving provinces. 
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Section E: Ontario’s Fiscal Plan 


MEL | FISCAL OUTLOOK 


The government's plan over the medium term manages down growth 
in expenses and continues to follow through on policies that support 
jobs and growth to ensure future opportunity and prosperity. Details are 


provided in the table below. 


\Fiscal Plan and Outlook’ Table 21 


ae | Outlook | ; 
201 La 2011-12 eal 


| t i 
 AAAAIALASAE CAAA LAASSLBDALRDSIAIIAAISAISALALLDREASLISLLLALAABSESSEEEE EEDA LEALASUALAESUCDARDALAEAAAIEDDPADELLLLSLLESSEDSESAEALAAOEMOEEAEEASEUALEELELEELPDETEDAIRIALISILILOLORIOOLSOOUAAEAAA 


Be noose seetevon ceva pocorn neecboowevies tose abivewveosponNiv Codd ntocasinemeapubecia 1 Beads atipoue ines abi teert beta vee tooneve redetone nace oie tanya cpaatoheesentanS oD Abend TAU b tA Ae a RATES ETHAN BALLER EO LEMS 71M PAE CE SREAESIS PE CENPELRS BIR POOLE OP OW Ten Pe CeN tT EMO ORO None 


Total Expense _ 


Reserve i. 
‘Sur plus/(Defi it) 


Se Both “revenue. and e expense have been restated to reflect a fiscally neutral accounting change for the 
revised presentation of education property taxes. 
Note: Numbers may not add due to rounding. 


LEE EE EEE ELLE DIED iene LL ITE RAE ATE Pane DI LEE EEE rt Ie 


LES: 


Medium-term revenue is projected to increase at an annual average rate 
of 5.1 per cent between 2009-10 and 2012-13, consistent with the 


economic outlook for nominal GDP growth. 


Total expense is projected to increase by an average annual rate of 

2(5\per cent from-2009--10 to 2012-13, which is about half the projected 
growth in revenue over the same period. This reflects the government's 
continued commitment to follow through on policies that support jobs 


and growth while managing down growth in expenses. 
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Recognizing that the fragility of the global economy is a threat to 
Ontario’s continuing economic recovery, the fiscal plan includes 
prudence in the form of contingency funds of $2.0 billion in 2010-11 
to offset potential expense changes, and a reserve of $0.7 billion in 


2010-11 and ’$1:0 billioniin. 2.04 tl, and.20,1 1: 


Key Changes since the Fall 2009 Ontario Economic Outlook and 
Fiscal Review 


As discussed further in the Addendum to the 2010 Ontario Budget: 
Ontario’s Plan to Enhance Accountability, Transparency and Financial 
Management, Education Property Taxes are now explicitly included in 
Provincial revenue and are no longer netted against Education expense. 
The following table shows the medium-term fiscal outlook as published 
in the Fall 2009 Ontario Economic Outlook and Fiscal Review, restated for 


this accounting change. 


Table 22 


Restated M V 
ty Billions) © 


~ 106. 6 


AAnAbDsAseCebAPAsAAARNDAAALPSPOAASESDPASEIBAADALAEDALASADAEASADOLAAASBADEEB>ASACLSODROSESIDSSSDBSODASAOSARLDDSOSODADADASADSEGAALGADICASISLDADADISILDLAMIDLALI ADAG ISERABLAPSIDSEDAEASOBIEAIDSADECEDIEOSISADAIDAAE>S> ap brtAasapiosaDasonedand sn ERIE 


Surplus/(Deficit) | Canye __(21. 1) (19.4) 


LOLOL LODE TEE LY Eee LOE TEE a: EEE GS TO aE To ee es OS a ES eS 


‘Both revenue and expense have been restated to reflect a 1 fiscally neutral accounting ‘change for the 
revised presentation of education property taxes. 
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The following table outlines key changes to Ontario’s medium-term fiscal 
plan since the Fall 2009 Ontario Economic Outlook and Fiscal Review after it 


has been restated to reflect the accounting change. 


Change in Fiscal Outlook since the Fall se table 23 
2009 Ontario Economic Outlook and Fiscal Review _ 
($ Billions) 


2009-10 — n2o0-11 2011-12 
(24.7) (21.1) (19.4) 


cer ca cies, | ti pevenean2 Wan TT ea 7 : Tua war 12 
Programs 


_ Change | in Infrastructure Expense 

arr Other Pate Sane ite ogee Gage ee 
Total F cra SORE corr evr, EMENRE OPN Serene oe tn SL eee 
, wrongs in itforest avant Broyedtions nee et oa 


RESO PLE EDELLEEEERLEBRRLEL LER LERELEELERA ERLE LEAL LELLELLLERRLLLP LEELA ELLE 


LER RTM ee 


Fiscal Improvement since Fall 2009 Ontario. sistas 3.4 1.4 2.1 
____Fconomic Outlook and Fiscal Revi 


Bee a 


As outlined in the previous section, the medium-term forecast for total 
revenue is slightly lower in 2009—10 but higher im 207OSltrand 2OTT=1 2 
compared with the Fall 2009 Ontario Economic Outlook and Fiscal Review. 
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Holding the line on program expense growth is a key reason the 
government has been able to improve on the fiscal targets outlined 

in the Fall 2009 Ontario Economic Outlook and Fiscal Review. In fact, the 
government’s medium-term expense outlook is on track with the 
projections included in the fall forecast. While immediate actions 
undertaken by the government to restrain spending are contributing to a 
projected decline in program expense of $1.9 billion this year, changes to 
the Province’s 2010-11 program expense forecast are mainly related to 

the revised timelines for the completion of infrastructure stimulus projects. 
As stimulus is wound down as planned at the end of 2010—11, the Province’s 
2011-12 program expense outlook at $112.9 billion is unchanged from the 
projection in the Fall 2009 Ontario Economic Outlook and Fiscal Review. 


Interest on debt expense is now lower than forecast in the Fall 2009 
Ontario Economic Outlook and Fiscal Review. This change partly reflects the 


improved deficit projections over the medium term. 


The reserve for 2009-10 has been drawn down to help offset the impact of 
slower economic growth on the Province’s fiscal performance. The reserve 


for 2010—11 and 2011—12 has been lowered to reflect the fact that the 


Ontario economy has stabilized and is showing signs of recovery. 


In total, the fiscal outlook for the Province of Ontario has improved 
by $3.4 billion in 2009-10, $1.4 billion in 2010—11 and $2.1 billion 
in 2011-12, compared to the projections included in the Fall 

2009 Ontario Economic Outlook and Fiscal Review. 
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Ontario’s Medium-Term Expense Outlook 


Summary of Medium-Term sil seco rl Table 24 


($ Billions) 


interim) Plan "Outlook 


LOEILIELERESIESE 


2009-10; 2010-11 2011-12 2012-13 


‘Programs — 
— Hee Ea ith Se e cto co ete tC LOR EOL ELEC L LEONEL EEEL OLEACEAE AAA AACE AEE eae rpeeeereves neceeneieneed nernnnete eoeewevereedd poets 
Education Sector? : 


iuosovuagusucaussescoavevadencneesovosdvaurossudbunvexevswsuedgueysssosnousssevopsvsusaddsvredravsrcaccenrasadaesssbaredduesesanoisacnsauesesesinevsasesssnanvaunspanessnetstnnesssusvansesaqnsiveutrantsusnsssisenansesncasteteayeel¥ay 


cuales SENS Ne and Training DOC eam a en ee hanes 
Justice Sector ; 


aetna 22.0 SLU LAbaL EUSA 1 6. i csosbesenseectstsee 1 o. 9 ebb: 
“115.9. +1129 114.3 
‘Total Exper Ise 


ELLE eT I Naa EELS ELE TOS I RS LO a Mite ELLE a 


‘Both revenue and expense have been restated to reflect a fiscally neutral ening change for the 
revised presentation of education property taxes. 

2 Excludes Teachers’ Pension Plan. 

Note: Numbers may not add due to rounding. 


. 
LL EE 


Highlights of key program expenses over the medium term include 


the following: 


vj Total health sector expense is projected to increase by $6.0 billion 
from 2009-10 to 2012-13. In addition to maintaining funding 
growth in major program areas such as hospitals, OHIP and 
long-term care, the government will continue to support priorities 
such as reducing emergency-room wait times and achieving results 


through the Ontario Diabetes Strategy. 


(YJ Total education sector funding is projected to increase by 
$2.4 billion from 2009-10 to 2012-13. This increase includes 
additional Provincial grants to school boards to support improved 
student achievement and implementation of the government's 


full-day learning initiative. 
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M Total postsecondary and training sector expense is projected 
to increase by $0.9 billion in 2010-11, primarily due to new 
funding to support postsecondary enrolment growth and revised 
implementation schedules for various capital projects. From 2010—11 
to 2012-13, expense stabilizes after accounting for one-time 


stimulus funding. 


4 Total children’s and social services sector funding is projected 
to increase by $1.6 billion from 2009-10 to 2012-13. This is 
primarily due to increased expenses in social assistance, the Ontario 
Child Benefit and developmental services to cushion the effect 
of the recession on families and communities. It also takes into 
account $63.5 million in annual provincial funding for child care to 


permanently fill the gap left by the federal government. 


vj Total justice sector expense is projected to increase by $0.8 billion 
between 2009—10 and 2012—13. This increase includes investments 
for various justice and community safety initiatives, including capital 


funding for courthouses and correctional facilities. 


M Other Programs expense is projected to decrease by $5.0 billion 
between 2010—11 and 2012-13. This decrease is mainly due to the 
phase-out of time-limited investments intended to help the Province . 
emerge from the economic downturn and temporary relief for the 
transition to the new sales tax system, while also reflecting steps 


taken to manage overall expense. 


Included in the total expense outlook is interest on debt, which is 
expected to increase by $3.6 billion over the medium term, mainly due 
to additional borrowing required to fund investments in infrastructure 
and deficits. 
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The government's medium-term total expense outlook — which projects 
growth of no more than 2.5 per cent — also reflects the new measures 
announced in this Budget to restrain spending in support of the Province’s 
return to balance in 2017-18. This includes efficiency measures aimed at 
managing the overall rate of growth in spending — such as freezing base 
operating expenses at or below 2010—11 levels over the medium term 
and adjusting the timing of key infrastructure investments — as well asa 


new plan to support the transformation of key public services. 


Risks to Expense Outlook 


A heightened degree of global economic uncertainty remains despite 
clear signs of recovery. Ontario ’s economy has been hit hard by the global 
economic downturn and this will continue to impact the Province’s 


overall fiscal plan, including the expense outlook. 


The government’s 2010-11 expense plan includes contingency funds 
totalling $2.0 billion. The contingency funds will provide the government 
with the flexibility to respond in a timely manner to further challenges 


that may arise to Ontario’s continuing recovery. 


The following table provides a summary of key expense risks and 
sensitivities that could result from unexpected changes in economic 
conditions and program demands. A change in these factors could impact 
total expense, causing variances in the overall fiscal forecast. It should 

be noted that these sensitivities and risks are illustrative and can vary, 


depending on the nature and composition of potential risks. 
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Health Sector 


Hospitals’ Sector 
___Expense _ 

Drug Programs 
Utilization 


Homes 


Home Care 


OEE EEO ROR ULSI, 


University / Students! 


eisuchanee s 


Selected Expense Risks and Sensitivities 
Program/Sector 


a 


z _and graduate students. 


2010-11 Assumption = 
~ Annual growth of 6.0 per cent. 


Annual growth of 4.9 per cent. 


Annual growth of less than 
7 per cent. 


77,027 long-term care home 
beds. Average Provincial annual 
operating cost per bed in a long- 
_term care home is $41,600. 

~ Approximately 19 million hours — 
of homemaking and support 
Services. 


Approximately 8 million nursing 
and professional visits. 


a 


357,700 full-time undergraduate 


477, ,000 full- time students. 


2010-11 Sensitivity 


EEE EDEL ENGI: 


Table 25 


One per cent change ‘in health — 
spending: $461 million. 


One per cent change in hospitals’ 
sector expense: $206 million. = 
One per cent change i in program 
expenditure of all drug programs: 
$41 million (Seniors and social 
assistance recipients). 


One per cent change in 1 number of — 
beds: approximately $34 million. 


homemaking and support services: 
approximately $5 million. 


One per cent change in nursing and 
professional visits: approximately 
$6 million. 


‘One per ‘cent enrolment change: 


EEE ELE LEE 


____ $34 million. 


One per cent enrolment change: 
$13 million. 


Ontario Works 


Support Program 


267,195 average annual 
_ caseload. 


9 7 4 4 is 9 ave ra g i ie . if aK eM ee) 


caseload. 


One per cent caseload change: 


_ $23 million. 


One per cent caseload change: 


Correctional System 


ALLEL EEEROOETEIREEE EEE REELEAR TATTLE ERTL TL EESSOLEEETTLELL ISTE OTIS OO SEELI EOI ES TUERE aca neenenncr ene ener enna oa cnaRocaneaaraaarenn rare LEE LEE EEE TELE Es 


3.2 million adult inmate days 
per year. Average cost $173 per 


__inmate per day. tay. 
Average cost of 2010-11 


borrowing is forecast to be 
approximately 4.9 per cent. 


One per cent change in inmate 
days: $5.6 million. 


point change in borrowing rates 
is forecast to be approximately 
$480 millio 


LLL EEE EO MT E TE TES 


wo oad On 2009710 CSIR a ge ee Ue ae 


Compensation costs and wage settlements are also key cost drivers and 


could have a substantial impact on the finances of both broader public 


sector partners and the Province. 
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Contingent Liabilities 


In addition to the key demand sensitivities and economic risks to the 
fiscal plan, there are additional risks stemming from the government’s 
contingent liabilities. Whether these contingencies will result in actual 
liabilities for the Province is beyond the direct control of the government. 
Losses could result from legal settlements, defaults on projects, and loan 
and funding guarantees. Provisions for losses that are likely to occur and 
can be reasonably estimated are expensed and reported as liabilities in 

the Province’s financial statements. Significant contingent liabilities were 
disclosed as part of the 2008—09 Annual Report and Consolidated Financial 
Statements, released in September 2009. ' 


Fiscal Prudence 


In addition to maintaining a prudent and responsible approach to 
managing growth in expenditures, the fiscal plan includes other key 
elements of prudence each year to help protect the government’s overall 


fiscal objectives and contribute to the achievement of fiscal targets. 


In keeping with sound fiscal practices, the Province’s revenue outlook is 


based on prudent economic assumptions. 


Consistent with requirements under the Fiscal Transparency and 
Accountability Act, 2004, the fiscal plan incorporates prudence in the form 
of a reserve to protect the fiscal outlook against adverse changes in the 
Province’s revenue and expense, including those resulting from changes 


in Ontario’s economic performance. 


The fiscal plan also includes contingency funds (both operating and 
capital) totalling $2.0 billion in 2010—11 to help mitigate expense risks 


that may otherwise have a negative impact on results. 


' For further information, visit www.fin.gov.on.ca/en/budget/paccts/2009. 
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Section F: A Stronger Ontario for a 
Stronger Canada 


OVERVIEW 


The Ontario and federal governments have worked well together 
recently to strengthen Ontario's economy. This partnership has produced 
real results: significant economic stimulus through infrastructure 
investments; financial support for Ontario’s auto sector; service delivery 
improvements and cooperation in regulatory activities; and enhanced 


competitiveness through sales tax harmonization. 


Ontario is concerned, however, with the trend of disappearing federal 
financial commitment in key areas. When federal support for provincial 
programs is time-limited, declines over time or ends, it can leave 
provinces with significant ongoing financial pressures and negatively affect 


citizens who rely on these key services. 


To build on past successes and achieve results, the Province is 
calling on the federal government to invest in the future success of 
Ontarians and recognize that Canada’s success depends on a strong and 


competitive Ontario. 


Federal Transfers and Support for a Stronger Ontario 


Ontario welcomes the federal government's decision to continue 
transfers that support hospitals and schools, and to extend the funding 
for another year to 2014-15. 


Ontario will continue to press the federal government to protect 

these existing federal transfers, renew health care funding agreements, 
strengthen investments in postsecondary education and training programs, 
live up to the Canada—Ontario Immigration Agreement, support Ontario’s 
green economy, help Ontario’s First Nations, and locate the principal 


operations for a Canadian Securities Regulator in Toronto. 
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The Need for a Reliable Long-Term Funding Partner 


Ontario is disappointed that the federal government has stepped away 
from ensuring stability in the child care sector. The last federal payment 
under the Early Learning and Child Care Agreement was made in 
2006—07. This final payment helped the Province sustain approximately 
8,500 subsidized child care spaces to the end of 2009-10. 


However, access to affordable high-quality child care and full-day learning 
programs is crucial to working families. The government will not allow 
the end of federal funding to disrupt the progress made to date, and the 
services that parents with young children rely on. The Province remains 
committed to supporting Ontario families and will step in with an 
investment of $63.5 million per year to permanently fill the funding gap 
left by the federal government. This funding will support on an ongoing 
basis the 8,500 child care spaces. 


In other areas, the Province will be unable to make up the lost support 
when the federal government vacates its funding responsibilities and will 
have to consider the implications of time-limited funding before entering 


into further agreements with the federal government. 


The funding enhancements to the Labour Market Agreement and the 
Labour Market Development Agreement announced in the 2009 federal 
budget helped to provide much-needed assistance to workers affected 
by the global recession. These enhancements, however, will expire after 
the 2010-11 fiscal year. As employment tends to lag economic recovery, 
Ontario strongly believes that extending the time-limited, federally 
funded enhancements is necessary and that responsibility for funding 


these extensions rests with the federal government. 


The federal government is also not fully living up to its commitment to 
support new Canadians. During the first four years of the 
Canada—Ontario Immigration Agreement, the federal government 
underspent by an estimated $193 million, shortchanging new Canadians 


who come to Ontario. 
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That is why it is important that Ontario and the federal government begin 
to negotiate a new immigration agreement that would include devolution 
to the Province of settlement and language training and full funding for 


these programs. 


A Partnership for Results 


As a leader in the green economy, Ontario is looking to the federal 
government to substantially extend its funding commitments for the 
environment, beyond carbon capture and storage projects, to support 
Ontario’s transition to a prosperous low-carbon economy. The Province 
calls on the federal government to show leadership on climate change, to 
help Ontario businesses take advantage of the changes that are coming to 


the North American market and to help create jobs for Ontarians. 


The federal government also has the opportunity to enhance an already 
successful partnership on tax harmonization by supporting Ontario’s 


First Nations. 


The Province continues to call on the federal government to work with 
Ontario and First Nations to determine a mutually agreeable method of 
administering a point-of-sale exemption under the Harmonized Sales Tax 
that best corresponds to Ontario’s current administrative approach under 
the Retail Sales Tax. 
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Section G: Accountability, Transparency 
and Financial Management 


The government is committed to ensuring Ontarians receive the best 
value for their tax dollars. This objective is achieved by enhancing the 
public’s understanding of government finances, improving transparency 


in financial reporting and strengthening accountability to the public. 


Details of the government’s plan to strengthen accountability and 
provide greater transparency in the reporting of government finances are 
presented in the Addendum to the 2010 Ontario Budget: Ontario's Plan 
to Enhance Accountability, Transparency and Financial Management. 


Ontario, along with the federal, territorial and other provincial 
governments, has been working with the Public Sector Accounting Board 
(PSAB) of the Canadian Institute of Chartered Accountants (CICA) 

to improve public-sector financial reporting. The aim is to ensure that 
Canadian public-sector accounting standards continue to support sound 
public policy decision-making, government fiscal accountability and the 
clear transparent reporting of information on government finances to 


the public. 


Ontario and the other governments in Canada are concerned that changes 
PSAB recently proposed to accounting standards are inconsistent with 
these objectives. Ontario raised these concerns with PSAB through 

an interjurisdictional Joint Working Group of senior government and 
accounting standards officials. The Group identified concerns with 
PSAB’s conceptual framework that underlies the board’s development 


of all public-sector accounting standards in Canada. 
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The government believes Ontarians, and all Canadians, need a set of 


public-sector accounting standards that: 


iv} reflects governments’ public policy objectives and the role of public- 


sector organizations in delivering public services; 


4] supports governments’ and public-sector organizations’ accountability 


for the spending of tax dollars; 


v4 reflects the unique structure of governments and the public sector 


in Canada; and 


iv} gives the public transparent and understandable information on 


government finances. 


Currently, the CICA prescribes four different sets of accounting 
standards for use in the public sector in Canada. In 2011, the CICA 
will introduce another set, International Financial Reporting Standards. 
Each of these sets of standards measures, records and reports 
public-sector financial results differently. This results in public-sector 
organizations reporting different financial results in similar 
circumstances. This distorts transparency and fiscal accountability 


for the expenditure of public monies. 


Accordingly, there is a need for PSAB to establish a consistent set of 
accounting standards for all public-sector organizations in Canada as soon 
as possible. In the interim, the Ontario government will provide direction 
to provincial government organizations and enterprises to ensure 
consistent, transparent financial reporting and fiscal accountability are 


sustained throughout Ontario’s public sector. 
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IMPROVED TRANSPARENCY IN FINANCIAL REPORTING 


Starting with this Budget, for improved transparency in reporting, a 
number of important changes have been implemented in how revenues 
and expenses are presented. These presentation changes do not impact 
the Province’s annual surplus or deficit results or accumulated deficit. 


These changes affect the presentation of: 


VI. education property taxes and school board expenses; 


V1 refundable property and sales tax credits; and 
WI net debt. 


NING ACCOUNTABILITY TO THE PUBLIC 


As part of continuing efforts to strengthen the financial management, 
transparency and accountability of Ontario’s ministries and agencies, 
the government is enhancing existing policies and processes to improve 


accountability, oversight and reporting, including: 


vj strengthening the assurance that Ontario’s ministries and government 
agencies are spending taxpayer dollars wisely, including strict new 


guidelines on procurement and hospitality expenses; 


iv} strong control measures to ensure stimulus grants are spent wisely 
by recipient organizations. These controls ensure that funds are spent 
for the intended purpose and that results are achieved on time and 


on budget; 


v4 enhancing the quality and transparency of disclosures under the Public 
Sector Salary Disclosure Act, 1996 by disclosing salaries of individuals 
earning over $100,000 who are seconded to government ministries 


from public-sector organizations, and 
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[vf proposing a number of amendments to the Financial Administration Act 
and other related statutes to improve financial management and 
reporting transparency. These amendments include the government’s 
authority to direct organizations in the province’s reporting 


entity on which accounting policies to apply when preparing their 
financial statements. 
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Section H: Details of Ontario’s Finances 


This section provides information on the Province’s historical 
performance, key fiscal indicators, and details on Ontario’s fiscal plan 


and outlook. 


Medium- Te erm Fiscal Plan and Outlook’ 


($ Billions) 


Interim ' / Plan Outlook — 
_ 2009-10: 2010-11 2011-12 2012-13 


SLODOELOULIIEA ER AREAIRAIOLDSELISASSSSELENESESOEUDESIDEEISISUSEESSSEDSSEDEDEDEDILEEIDISADPISSDESEDISESIEIEALIDIESEIGLSESED SHAIAMUAIOA EP BPPEDPOPEDELIOELOLCLPOSILIRERESERELISISDSOSISDSDIRILESESARASIEILUEUESESELSLESESESISIESSLLEESESESESEDEDEDILELEETISISDOIDIRENIIIEDSILISLSSPAADSSSISIETIENSSTIEEEOEE ED Wise baettte 


= a a ee Baha RS Nie 
Mintereston Deb? -.) 8 917 10.0 aaeastih if 2 5 


‘Total Expense He re moaeoee 117.7! 125.9 124.1 126.9 
Reserve 0 
‘Surplus/(Deticit) _ 


oul 20. Oseph 24510) i 2ored. 
ILI IS EROS RL 134. ihe AMO 154. Bey 171. oe _187. 2 


: Both r revenue fe and expense have been restated to reflect z a 1 fiscally ‘neutral accounting change for the 
revised presentation of education property taxes. 

2 Interest on Debt expense is net of interest capitalized during construction of tangible capital assets of 
$0.1 billion in 2009-10, $0.2 billion in 2010-11, $0.2 billion in 2011-12, and $0.2 billion in 2012-13. 

3 Net Debt is calculated as the difference between liabilities and financial assets. The annual change in Net 
Debt is equal to the surplus/deficit of the Province plus the change in non- -financial assets; and the 
change in the fair value of the Ontario Nuclear Funds. Accumulated Deficit is calculated as the difference 
between liabilities and total assets. The annual change in the Accumulated Deficit is equal to the surplus/ 
deficit plus the change in the fair value of the Ontario Nuclear Funds. 

Note: Numbers may not add due to rounding. 5 es teeter . 
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Revenue Table 27 
($ Millions) 


Actual: Interim Plan 

oh ue 17 ane i acs Aandi re ner LL he Alf 2009-10 2010-11 

Personal Income Tax_ 25,472 3, 738 24,049 25,942 
Sales Tax’ — 17,024 | iit 410 19,137. 
Education Property 1 Tax? 4 673 Hike 
_Employer Health Tax pte aw oe A ety 
Ontario, Healtty Premium Sy) i ah! Saeed yk 27a c/o 
Gasoline Tax _ iY tals: 
Fuel Tax _ 646 «GS ae 
Electricity Payments-In-Lieu ofTaxes = CO 
(OtherTaxes 


000 eee 
O53 cas arti 
Canada t Health Transfer a a OY 
Infrastructure Programs SS 9 9 
_Labour Market Programs bes 1,261 uM 20h 
Social Housing. 4. 492 ebeey 487. 
_Wait Times Reduction Fund 0 aha ray 97 —— 97 
_Other F Federal ‘Payments _ hens 2, 5 I Beso ale 1,458 dee 4230 
"46,597 16, 501 18,565 23,683 


Government Business Enterprises _ 
Ontario Lottery and Gaming Corporation — 
_Liquor Control Board of Ontario 
Ontario F Power Generation Inc. ./Hydro One Inc. 

Other Government Enterprises _ 


= ieee 
1419 1,465. 
OT aes 


MOEA the AT 7. mg 


1,410" 

eine fee (ew or 
, RE ERR eee NER ae ni nee ber i, NF parse A 
OtherNon-TaxRevenue = ba 
Reimbursements nent Gk Fa 
Vehicle and Driver RegistrationFees = OST 1,084 
Electricity Debt RetirementCharge «8B Ceol 
Sales and Rentals Jo ye ae ee ee | eae rae mae 
_Other Fees and Licences IR EE ih. 
Beer and Wine Fees (replaced byTax)) 466 459: 458 
Net Reduction of Power Purchase Contract Liability === 398873. 
Royalties pinriethinn setbei teins aisle dag VOOiN fle, 200 SiN ae 
Miscellaneous ( Other Non-Tax Revenue _ eee 


1,095. 
1,067. 
ibe 
1,385. 
149. 
115 
339 
195. 
leew sect 


LAO ENE OL DOME! BY MM Tle mAh ANE 2 L419 
Total Revenue 103,579 96,933, 96,409 106,867 


ana TT NTI TINT ann ANTONI NI hls 


‘Sales Tax in 2010-11 includes Retail Sales Tax and Harmonized Sales Tax. As announced in the 2009 
Budget, effective July 1, 2010, the Retail Sales Tax will be replaced with a value-added tax and combined 
with the federal Goods and Services Tax to create a federally administered Harmonized Sales Tax. 

Education Property Tax (EPT) revenue, rather than netting against Education expense, will now be 
reported as revenue. These presentation changes are fiscally neutral. 

° Beer and Wine Tax replaces reduced Beer and Wine Fees (-$343 million) and the reduced sales tax on 

_ alcohol (-$71 million). There is no net new revenue for the Province. 


0000 0A EN NAAT PAULEY IIE ELOISE I tlt 
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Total Expense Table 28 
($ Millions) 


Actual ' Interim Plan 
IR ert saan ee MOTO tne Z0NT=OS 2008-09 = STONE NOE. 
SS ana RTO! SINE 
attomey General SSSSSCSCS*~«é SCC, 6056 1.7008 
“Board ofnteral Economy —SSSSCSs~C~CS*~«TSC‘“‘“‘i SSCS 80 
Children and Youth Services == TB84.089! SST 4,867.3 
iizenship and immigration SSS HORST 
‘Community and Social Senices—=s=SsSsSsC*«<~*‘«éSASC*«C TSC OTB 28 
Community Safety and Correctional Services art ee, 1,982 ae (ALAR woe ie | ~ 2,690.6 
“Consumer Services ane RE er 
Economic Development and Trade’ —=sSSCBS MS, HO 
Education’? S*~*~S~S~«w GNIS 21,9687 
Erergyandinfastuctue’ —=sssC(i(‘“‘“‘C;C;*SR:!OC*«CON 8S OR 
Brome "Seat geass 
Picpee 6 il a lon See wn AN 
Finance! gr SO errr Dias nh ESe 
Francophone Ars Offcect —=~=“‘(S;CS*!*!”!”!C~C*CO*~<*‘<S SS 
“Government Servos’ 86 889) 128081024 
‘Heath and Long-Term are SSSSSCSCSC«TAA—= ASH B0BRT— 45.8524 
a ee ee 


Labour Tle at ei 


‘Natural Resources ee a a 
ee es ciaen cae ae Nae ame es 
Sc NETO a TE 
a a av ARC TE RCE ERK 
Eaieiaitimei to 8 oo OO 
Ting, Cleges and Uibwrios' ——————SCSC~C*C~*w TSC Ta 
Pia eee aot 2at0m ame 
1 a SO 
SOC I UE 
BR aces A Spain avin Woe Teme" ANAS) 
vere Soins) piesoh Be oe 


CMLL LLL LR LR LLL LLL RRR LLL LLL NN NAT NOON SOLE SARE 


1 Details on other ministry expense can be found in Table 29, Other Expense. 

2 Education expense now includes School Board Expense, including $20.9 billion in 2010-11 as explained 
in the Addendum to the 2010 Ontario Budget: Accountability, Transparency and Financial Management. 

3 Interest on debt is net of interest capitalized during construction of tangible capital assets of 
$109 million in 2009-10 and $212 million in 2010-11. 

4 As in past years, the Year-End Savings provision reflects anticipated underspending that has historically 
arisen at year-end due to factors such as program efficiencies, and changes in project startups and 
implementation plans. 

Note: Numbers may not add due to rounding. 
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Other Expense — Table 29 
($ Millions) 


Actual: Interim Plan 
Ministry Expense 2007-08 | 2008-09 | 2009-10 2010-11 
_Aborigin | Affairs Me 
es One-Time Expense { for the First Nations Gaming Agreement _ MeAaty 
‘Agriculture, Food and Rural Affairs 
_One-Time Extraordinary Assistance fi ATE ho, 
____qime-Limited Investments i In Infrastructure _ Pav ee ea ene: Khem Es oat kL 
i yifime-Limited Assistance gis) We OO alae 
Economic Development andTrade Kees 
_.One-Time Tivestmeritavesut rite omen eu Seen cae 
___ Teachers’ Pension Plan’ _ 


“Blot ~ 1,898. 0 


Envronment ne) at oc sl ep Alco psoas aS sa Be ei i a a ea 
Finance __ : : ! 
_Ontario Municipal Partnership Fund 
Operating ContingencyFund 
__Pension Benefit Guarantee Fund 
Government $ Services _ a 
___ Pension and Other Employee Future Benefits ia end 
Health P romotion 2 _ 
imited Investments i Infrastructure ee 
flunicipal Affairs and Housing i ae le 
Time- Limited Investments in Municipal Social and Affordable — 100 —; 585.3 659.3 
1 BO e TIME Wes ERIS iene) eke Oia 
se _Harmonized Sales Tax Transitional Support Pa a Leeman 
f _One- Time Investments _ £9 
“Transportation ee Chern eee 
‘ it Time Transit and Infrastructure Investments _ ee 1 E36 


917.0 1,102.0. 


ALB eso, 


Other Expense : “7,490 2,960 10,229.3 12,767.0 


Se fotal Oth ELLE expe LE ee ee aa SR ae 


1 


Numbers reflect PSAB pension expense. Ontario’s matching contributions to the plan ¢ grow from 
$808 million in 2007-08 to $1,245 million in 2009-10 and $1,307 million in 2010-11. 

Reflects the estimated fiscal impact of Ontario’s $4.8 billion in support to the automotive industry. 
Note: Numbers may not add due to rounding. 


2 


138 


Ontario's Economic Outlook and Fiscal Plan 


2010-11 Infrastructure Expenditures Table 30 
($ Millions) 


Total | 2010-11 Plan 
emcees abhi iiertaron erred aeaonenronn 


Infrastructure ‘ Transfers 
Expenditures ° Investment and Other Total 
2009-10: in Capital Infrastructure Infrastructure 
Sector interim: Assets Expenditures’ Expenditures 
Transportation £55 ere : 


Transit _ TR GE ET RESTS 


oe tin a3 aye a GE rae 
TN eS i ahead hal utuptledeeedl donee ti cnetic dite nascar 


Highway and Bridge Go2ud 1 0Nr - 1,017 


1,022 117 1,139 


Other Transportation? = 7B 
~ Hospitals 2,306: 2,065 nes 2,075 
Pe Tt eee sm oe ae 

Education-School Boards 781) 1,687 1857. 

tit eS ir an RIPE LL SON ee Naete cannD 
Colleges _ 146: 146 - 146 


Water/Environment_ aT re res ate te 
‘Municipal and Local Infrastructure ss 464) 34 8 
PIM Gens perso satien Beunid utynassas, Ch lame nadiae name came __ 670 


Other = 
‘Short- Term Stimulus Investments allt 1,627 : 697 3,679 4,376 


Mestibisesatabaihe OO, CO OEM IE IIT LLL TE IT E Tetley MN ROTTER 


‘Subtotal _____ 12,702" 10,728 5,614 16,342 


Less: Other Partner | Funding? as i 514) 464 - 464 


LEDER BEUY TOLLED TET SEETIEISELLSLIELLEAS LIRR MOLE LTD ELE LEME EEE RESELL ELLE EERE EEL LE LLDELL ELL LEB LEL LEAD. 


Total Excluding Partner Funding 12,188 10,264 5,614 15,878 
Less: Flow- -Throughs* ps ain tale 1,120° 487 2,179 2 666 


pte a ete tc Are ENS ELLIE LERNER LOTTE LOLOL AER ELLE LE: Ws TRA tapes enn eeeeteniey Seer 


‘Total Provincial Expenditure®> —_ 11,068 9,776 3,435 13,212 


PEOLLLAELER LE L ELE EEE LLL: LLL LEELA ES sees nesses Ee NN 


Mainly consists of transfers for capital purposes to municipalities and universities, and expenditures ires for 
capital repairs. These expenditures are included in the Province’s total expense in Table 28. 

2 Other transportation includes planning activities, property acquisition, highway service centres and other 
infrastructure programs (e.g., municipal/local roads/remote airports). 

3 Third-Party Contributions to capital investment in the consolidated sectors (schools, colleges and 
hospitals). 

4 Mostly federal government transfers for capital investments. 

5 Total Provincial Infrastructure Expenditure includes Investment in Capital Assets of $8.5 billion 
for 2009-10. 

Note: Numbers may not add due to rounding. Ie gna ge en te Welt le PL 
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pide “Year Review of Selected Financial and Economic Sashes 


: SPH Aare eA OA UDREEDIOD DALI SLLDBOOODLECSMUELESAAOORSES COOL AMTORLEZ CT LLRRUALRMDRDIAAAAAAMLAR 2001-02 2002-037 2003-04 
‘Finailal Transactionsije... intotiuiloeuitibmacnd* 3. 
Revenue ie, ter Asia 72,307 74,675 74,269 
‘Expense 


_ Programs je 61,595 64,864 70,148 


cevcwoettiitits es siatienineietieabititre pete eee piste 


Tolahemensedgieg (OY ee 932, 14, 558 19,752, 


Rese rve " re AAPOD AAA, OMESARAMASARAEAA OE EEAAEEEAA LL ORAE AUR EEEAY CURED ETEECCEEUOCECOLEPELELELEOREELEELEABDDIDHSADLIS NN AME a thts = ot 


138,816 
Accumulated Deficit”. aes “432, 121 118,705 124,188 


i snesshenenes ites PUY TE or 


‘Gross ‘Domestic Product (( (GDP) at Market Prices” iD SN ~ 453, 701 477, 763 493, 081 
Personal Income _ A ca I _361, 187 369, 420 381, 127 


OTTO T EE A RE EAE seeebtstbE aaa pa visiabieiitiit: 


bi ji 897 wens nile, 091 12 at 
11,105 10,971 11,339 
133 


ee ities 


Total Expense as a per cent of GDP Te 10 2 
Interest on DebtasapercentofRevene = 1438 18.0 12.9 
‘Net Debt as a per cent of GDP “Siw, llth 29 aula 
Accumulated Deficit as as a per cent of GDP 


LORELEI EL TTI ETE ESERIES RARE AE EAE EA AIEEE A LEED ELLE LE SSI 


‘Both revenue and expense have been restated to reflect a fiscally neutral accounting change for the 
revised presentation of education property taxes. 

2 Starting in 2002-03, investments in major tangible capital assets owned by the Province (land, 
buildings, and transportation infrastructure) have been capitalized and amortized to expense over their 
useful lives. Starting in 2009-10, investments in minor tangible capital assets owned by the Province 
(information technology infrastructure and systems, vehicles and marine fleet and aircraft) will also be 
capitalized and amortized to expense. All capital assets owned by consolidated organizations are being 
accounted for in a similar manner. 

$ Starting in 2005-06, the Province’s financial reporting was expanded to include hospitals, 
school boards and colleges. Total expense prior to 2005-06 has not been restated to reflect 
expanded reporting. 

4 Interest On Debt is net of interest capitalized during construction of tangible capital assets of 

$109 million in 2009-10 and $212 million in 2010-11. . 

Net Debt is calculated as the difference between liabilities and financial assets. The annual change in Net 

Debt is equal to the surplus/deficit of the Province plus the change in non-financial assets and, effective 

April 1, 2007, the change in the fair value of the Ontario Nuclear Funds. 

Sources: Ontario Ministry of Finance and Statistics Canada. 
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Table 31 


Actual : Interim Plan 
2004-05 2005-06° 2006-07 2007-08 2008-09 2009-10" 2010-11 


RROUADEE DSP SPALL ELSES OES EPO SOSESES SISOS OE NESESESESSSOSELESESESSSSSSESEISLISEBESSESSESTBESSEISSSUESSSEUDISEESSIESSSELLSESSSTDSSESTEESSESEESSSEELIESSESSSSTSUDSE IG CEES 8G 


83,861 90,305 96640103579 96,933 96,409 106,867 


9,368 9,019 8,831 8, 14 


SREB ET TE EEE: LEER T ets ae aabanibiantinscntetcite tate Rt tC ETT Steet: Bt ee sateen antR tent Mee eee 


"85,416 90,007 94,371 102,979 103, 342. maa 739 125,857. 


eaponesancenacenonnnaanicnineetnantiinainensit es 


188 165, 864 | 193,226 


125,743 109,155 106, 776 105,617 113,238; 134, 568 154, 208 


516, 6 8 537,383. a8 560,286 585.7; 723 587,827, 567,199 592,155 


ot 373 ‘eb mn, 967 11 soe ay 972 ak. ial 822 4785 6 674 


ceace 33482, 34048 | aba egeer: abbr 37.610 
16. 6 


24.4 


ET a ene eee 


. Starting i in 2009- 40, Net Debt includes the net ‘debt of Fosgate ral ‘boards and ‘colleges consistent 
with Public Sector Accounting Board standards. For comparative purposes, Net Debt has been restated 
from 2005-06 to 2008-09 to conform with this revised presentation. Net Debt has also been restated in 
2003-04, 2004-05 and 2005-06 to reflect the value of hydro corridor lands transferred to the Province 
from Hydro One Inc. 

7 Accumulated Deficit is calculated as the difference between liabilities and total assets. The annual 
change in the Accumulated Deficit is equal to the surplus/deficit plus, effective April 1, 2007, the change 
in the fair value of the Ontario Nuclear Funds. For fiscal 2005-06, the change in the Accumulated Deficit 
includes the opening combined net assets of hospitals, school boards and colleges that were recognized 
upon consolidation of these Broader Public Sector entities. For fiscal 2006-07, the change in the 
Accumulated Deficit includes an adjustment to the unfunded liability of the Ontario Electricity Financial 
Corporation made at the beginning of the year. For fiscal 2007-08, a $1.2 billion decrease in the 
Accumulated Deficit is made up of $0.6 billion in the Province’s operating surplus, with the remainder 
resulting from a change in accounting policy. Under this change, Ontario Nuclear Funds Agreement 
funds are reported at fair value on Ontario Power Generation Inc. books and, upon consolidation, on the 
Province’s consolidated financial statements. 

Sources: Ontario Ministry of Finance and Statistics Canada. | 
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Composition of Revenue 
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2010-11 
Other Non-Tax Revenue _|ncome from Chart 19 
_ 7% $7.48 — Government Enterprises 
Ontario Health Premium 4% $4.28 
3% $2.9B | 
Gasoline and Fuel Taxes \ 
3% $3.0B 
Other Taxes 
3% $3.28 
Payments 
Employer Health Tax 22% $23.7B 
4% $4.78 — > 
Corporations Tax 
—s 
1% $7.48 Personal 
Income Tax 
Education Property Tax_» Sales Tax 24% $25.9B 
5% $5.3B 18% $19.1B 


Note: Numbers may not add due to rounding. 


Ontario's Economic Outlook and Fiscal Plan 
— SLL, 


2010-11 


Children’s and Social Chart 20 
Services Sector Justice Sector 
Postsecondary and 11% $13.98 3% $4.4B 
Training Sector 
6% $8.1B 


Other Programs 
17% $22.0B 


Education Sector ' 


17% $21.4B 
interest on Debt 


8% $10.0B 


Health Sector 
37% $46.1B 


1 Excludes Teachers’ Pension Plan. 
Note: Numbers may not add due to rounding. 
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Composition of Program Expense’ 


s ge 
2010-11 a 


Children’s and Social Chart 21 
Services Sector 
Postsecondary and 9 12% $13.9B) conto: 


Training Sector 4% $4.4B 
7% $8.1B 


Other Programs 
Education Sector? 19% $22.0B 


18% $21.4B 


Health Sector? 
40% $46.1B 


1 Program expense equals total expense minus interest on debt. 

2 Excludes Teachers’ Pension Plan. 

3 Controlling for time-limited investments and the presentation of education sector expense introduced in this 
Budget (see Addendum to the 2010 Ontario Budget: Ontario’s Plan to Enhance Accountability, 

Transparency and Financial Management), health sector expense would account for 46 per cent in 2009-10 
and 45 per cent in 2010-11. 

Note: Numbers may not add due to rounding. 


Ontario’s Economic Outlook and Fiscal Plan 


Support from Gaming for Health Care, the Ontario Trillium 
Foundation and Communities 


Provincial proceeds from gaming activities continue to support Provincial 
P g g PP 
priorities, including the operation and support of hospitals, charities, 


amateur sports, communities and the agricultural sector. 


‘Support for Health Care, Charities, and Problem Gambling Table 32 


and Related Programs 
($ Millions) 


Interim Plan 
2009-10 2010 0-1 a 


LELOOISSPLE EDEL EL EEELEELELE 


‘Revenue from Lotteries, Charity Casinos and Slot Machines at Racetracks: 


__ Ontario Trillium Foundation Pai Rt ial ae Aha EIN “120 
Problem Gambling and Related Programs 8D 
Pee AmatennSnortsaven (sone reiuout oy bows off Wives docnlflOy £o 1910. 


‘Revenue from Commercial Casinos: 
| -General Government Priorities CORO CET Lik aon Ne 123 


1,883 1,859 


SOLES EERE EIS EMESE SESE SPL ISLE SESE ILOILO LLL RRL LLL LLL le Smee 


“Note: | Numbers may not add due to rounding. 


Revenue from Lotteries, Charity Casinos and Slot Machines at Racetracks 


The Ontario Lottery and Gaming Corporation Act, 1999, requires that net 
Provincial revenue generated from lotteries, charity casinos and racetrack 
slot machines support services such as the operation of hospitals, 
problem gambling and related programs, amateur sports, and funding 

for charitable and not-for-profit organizations through the Ontario 


Trillium Foundation. 


An estimated $1,567 million in net revenue from lotteries, charity 
casinos and slot machines at racetracks will be applied to support the 


operation of hospitals m:Z0TD= 11. 
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In 2010—11, the Ontario Trillium Foundation will receive $120 million 
to help build strong and healthy communities through contributions to 
charitable and not-for-profit organizations in the arts and culture, sports 


and recreation, human and social services, and environment sectors. 


Two per cent of gross slot-machine revenue, estimated at $39 million for 
2010-11, is allocated for problem gambling prevention, treatment and 


research programs. 


The Quest for Gold lottery will provide an estimated $10 million in 
2010—11 for direct financial support to Ontario’s high-performance 


amateur athletes. 


Benefits from Commercial Casinos 


In 2010—11, net Provincial revenue from commercial casinos, estimated 
at $123 million, will be used to support general government priorities, 
including health care, education and public infrastructure. In addition 

to the support for general government priorities, commercial casino 
operations support approximately 10,800 direct jobs in Ontario and 
provide vital tourism and economic development attractions for their 


respective communities. 


Other Beneficiaries of Charity Casinos and Slot Machines at Racetracks 


Support for | Ag ricultural Sector and Municipalities Table 33 
($ Millions) — : 
Interim Plan 


eg “The agricultural ‘sector's S ; share of racetrack slot- ‘machine revenue e and ‘municipalities’ ‘share of slot- 
machine revenue from charity casinos or racetrack slot facilities is received directly from the Ontario 
Lottery and Gaming Corporation, 
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Approximately 20 per cent of gross revenue from slot machines at racetracks 
is used to promote the economic growth of the horse-racing industry. 

Since 1998, this initiative has provided over $2.9 billion to the horse-racing 
industry in Ontario, a key component of the Province’s agricultural sector. 


For 2010-11, additional support is estimated at $346 million. 


A portion of gross slot-machine revenue, estimated at $77 million in 
2010-11, will be provided to municipalities that host charity casinos 
and slot operations at racetracks. These revenues will help offset local 


infrastructure and service costs. 
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HIGHLIGHTS 


Ontario’s Tax Plan for Jobs and Growth 


wi 


ci) 


uw 


Ei) 


Within 10 years, helps create nearly 600,000 net new jobs, attract 
$47 billion in business investment and increase annual incomes by up 


to 8.8 per cent. 


Over three years, delivers $11.8 billion in tax relief to people, 


including cutting income tax for 93 per cent of income tax payers. 
Eliminates Ontario income tax for 90,000 lower-income tax filers. 


Provides the lowest provincial tax rate in Canada on the first 


$37,106 of taxable income. 


Supports low- to middle-income families and individuals by 


enhancing sales tax credits and property tax credits. 


Delivers $4.2 billion in transition payments to help Ontarians adjust 


to the Harmonized Sales Tax. 


Cuts corporate income taxes for large and small businesses. 


Modernizing Pensions and the Retirement Income System 


Mi Bill 236, the Pension Benefits Amendment Act, 2010 — the most 


significant pension reform package introduced in Ontario in more 


than 20 years — was introduced in December 2009. 


ivi The government will continue its consultative pension reform process 


in 2010, building on recommendations from the Report of the 


Expert Commission on Pensions and feedback from stakeholders. 


M As part of the national review of the retirement income system, 


the government will continue to consult on how the retirement 


income system could be improved for tomorrow’s seniors. 
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ONTARIO’S TAX PLAN FOR JOBS AND GROWTH 


The tax plan introduced in the 2009 Budget will significantly improve 
Ontario's competitiveness for new business investment and cut income 
taxes for people. The tax plan will lead to more jobs and higher incomes 
and help sustain key priorities, such as health care and education, 


by creating a stronger, more competitive economy. 


A study by tax expert Jack Mintz shows that the tax plan will provide 
large benefits to Ontarians. The study estimates that by 2020, the tax 
measures in the 2009 Budget, together with other recent tax changes, 
will lead to $47 billion in incremental business investment, higher annual 
incomes of up to 8.8 per cent and nearly 600,000 net new jobs. 


To view Professor Mintz’s report, _ 
visit www.rev.gov.on.ca/en/taxchange/pdf/mintz. pdf. 


A key component of the tax plan is the elimination of the Retail Sales Tax 
(RST) on purchases of new capital goods by businesses. Economic studies 
have found that removing the RST from these purchases has a stronger 
beneficial impact on economic growth than any other kind of tax 
measure.’ Therefore, the Harmonized Sales Tax (HST) combined with 
Corporate Income Tax (CIT) cuts will have a vastly larger positive impact 


on the economy than CIT cuts alone. 


' Maximilian Baylor and Louis Beauséjour, “Taxation and Economic Efficiency: 
Results from a Canadian CGE Model,” Finance Canada, Working Paper 2004—10 
November 2004, Table 5. 


b 
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Increased capital investment by businesses is vital for achieving sustained 
economic growth and creating well-paying jobs. Ontario's marginal 
effective tax rate (METR), which measures the tax burden on new 
investment, will be cut in half by 2018, making Ontario one of the most 
attractive locations in the industrialized world for businesses to invest and 


create jobs.’ 


Cutting Ontario’s ME 


New Business Investment in Half* 


Per Cent Chart 1 


Ontario Sales Tax 
35 32.8 U.S. average (2012) C Ontario Capital Tax 
@ Ontario CIT 
[ Federal CIT 


IRL UE A 


6.5 


2009 2010 2013 2018 
Note: *Includes the Ontario Corporate Income Tax (CIT) rate cuts and Harmonized Sales Tax announced in the 
2009 Budget, the phase-out of Ontario’s Capital Tax by July 1, 2010, and the reduction in the general federal 
CIT rate to 15 per cent by 2012. 


Sources: Ontario Ministry of Finance and Finance Canada. 


2 The METR isa comprehensive measure of the tax that applies to an incremental 
dollar of income from new capital investment. It takes into account federal and 


provincial corporate income taxes, capital taxes and sales taxes. 
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Harmonized Sales Tax 


Effective July 1, 2010, the outdated RST will be replaced with a 
value-added tax (VAT) and combined with the federal Goods and 
Services Tax (GST) to create a federally administered HST. A VAT is a 
multi-stage tax on consumption that applies throughout the supply chain 
regardless of whether the purchase is for use by a business or consumer, 
but that allows most businesses to be reimbursed for the tax paid on 
their business inputs through the use of input tax credits. The provincial 
portion of the HST will be eight per cent — the same as the current 
general RST rate — and the federal portion will be five per cent, 


for a combined HST rate of 13 per cent. 


In addition to the HST, Ontario’s Tax Plan for Jobs and Growth delivers 


significant permanent and temporary tax relief for people and businesses. 


Tax Cuts for People 


Tax relief totalling $11.8 billion over three years is being provided to 
people by permanently cutting Personal Income Tax (PIT), enhancing 
ongoing sales tax and property tax relief, and providing direct payments 
to help Ontarians adjust to the HST. 


MW Effective January 1, 2010, the tax rate on the first tax bracket was 
cut by one percentage point, from 6.05 per cent to 5.05 per cent. 
As a result, 93 per cent of income tax payers will see a PIT cut, 
and approximately 90,000 lower-income tax filers will no longer 
pay Ontario PIT. Ontarians now benefit from the lowest provincial 
tax rate in Canada on the first $37,106 of taxable income for 2010. 
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M To help offset the impact of the HST, two new tax credits are 
replacing the combined property and sales tax credits, starting with 
2010. The new credits are refundable and provide tax relief to low- 
to middle-income people. The Ontario Sales Tax Credit will provide 
sales tax relief of over $1 billion per benefit year to about 3.1 million 
families and individuals, and will be paid quarterly starting in 
August 2010. In this Budget, the government proposes to introduce 
legislation to convert the Ontario Property Tax Credit to the Ontario 
Energy and Property Tax Credit. This tax credit would provide over 
$1.2 billion in energy and property tax relief to about 2.8 million 
individuals and families annually, and would be paid quarterly starting 


in the summer of 2011. 


M To help Ontarians adjust to the HST, eligible Ontario residents 
aged 18 or over or who have a spouse or common-law partner or 
live with a dependent child will receive Sales Tax Transition Benefit 
payments in June 2010, December 2010 and June 2011. Eligible 
families (including single parents) with adjusted family net incomes 
of $160,000 or less will get three payments totalling $1,000. Eligible 
single individuals with adjusted net incomes of $80,000 or less will 


get three payments totalling $300. 
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Ontario will provide targeted HST relief to people and key public service 


bodies through point-of-sale exemptions and rebates. 


Supporting People and Public Service Bodies Table 1 


($ Millions) 


201 0-11 2011-12 | 201 2-13 
wee Point it Sale (P0s) ciara’ Setaaathze tort herds beter Sie : 
eae. | ioaenentod 
SR nee Sones ae ceed ot ie sath be oh 
Ser See A LAN Bak: i; ke 
aaenas Be Ste OE Ut ee LS peer dy ae: 
a ham 5 Car SeatBooster Seals ecu mn Pere Matetly Sites ke) 5) NOE 
foe TREEY i Geceon Ne tee see ck ba alii BP SW 
Bee at ot eAcee @ nicl Tier Tice eee ee ap gC elie 
Total POS Exemptions via Geoeit (444) , noe 10 eee 
Enhanced Ontario New Housing Rebate (960) (1,100) _ mec (1,165). 
Total ~ au 115) — as 795) 


DE EDIE ORILLIA, 


‘LOD ER REROLELELEDESROSTDESIOPEODORELEEE, 
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2201112201213 
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__(3,154) 
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Sales Tax Rebates, 2011-12 


($ Millions) 


New Housing Public Service 
1,100 Bodies 
2,365 


Total = $4.1B 


Diagram is for illustrative purposes. Based on administrative data and 2006 provincial Input-Output tables. 
Additional detail on HST rebate measures is set out in the 2009 Budget, Ontario Tax Plan for More Jobs and 
Growth, and Harmonized Sales Tax Information Notice 2 — June 18, 2009. 

Source: Ontario Ministry of Finance. 


Tax Cuts for Business 

Tax cuts for large and small businesses totalling more than $4.6 billion 

over three years will begin on July 1, 2010. These include: 

Iv} cutting the general CIT rate from 14 per cent to 12 per cent and then 
§ § P P 


to 10 per cent over three years; 


vw cutting the CIT rate on income from manufacturing and processing, 


mining, logging, farming and fishing from 12 per cent to 10 per cent; 


lv} cutting the small business CIT rate from 5.5 per cent to 
4.5 per cent; and 


vj eliminating the small business deduction surtax of 4.25 per cent. 


These tax cuts are in addition to more than $1.6 billion in annual savings 


for business from the elimination of the Capital Tax on July 1, 2010. 
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The Tax Plan for Jobs and Growth reduces Ontario revenue by more than 


$4 billion over the first three years, net of federal transitional assistance 


of $4.3 billion. 


Tax Plan for Jobs and Growth — Revenue Changes' Table 2 


($ Millions) 


2010 0-11 2071-12 — 201 2-13 
“Ginenan a AST res to asT fae OY fo! Sanita Leelee ot 20 2,028 2,180 
es Means for People| “tals Jk) De 0S re sal é 
Paani inane Tax Cut Sg COCR. SI “ 140) yf 70 208) aa a0) 


‘Ontario Sales Tax Credit ee 


Ontario Energy and Property TaxCredit_ = (470) (530) (600) 
Ontario Sales Tax Transition Benefit? (1,46 


Tax Measures for Business 


CIT and Corporate Minimum TaxCuts (810) (1,410) (1,845) 
Small Business CIT Rate Cut ‘ (45) (150) (155) 
) 
) 


Small Business Surtax Elimination = (1B) (65)___(70) 


Small Business Transition Suppor? = (400) 
oa (1,625) (2,070) 


Total Tax Reform Measures —_ mere (4 “Tae eis _(2,700) | Pee. 


! Revenue changes i include temporary transitional ‘support for people ar and businesses primarily funded 
from federal government payments totalling $4.3 billion over two years. 


Additional information on Ontario’s Tax Plan for Jobs and Growth is 


available at ontario.ca/ taxchange. 
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DETAILS OF TAX MEASURES 


Ontario Energy and Property Tax Credit 


Ontario’s Tax Plan for Jobs and Growth significantly enhanced property 
and sales tax relief for low- to middle-income families and single people. 
These enhancements included a new Ontario Sales Tax Credit of up 

to $260 a year for each adult and each child in an eligible family, paid 
quarterly — an increase of over $800 million per benefit year. Providing 
four smaller payments throughout the year, instead of one lump-sum 
amount at tax-filing time, makes it easier for families to manage their 


household budgets. 


In this Budget, the government proposes to introduce legislation to 
convert the Ontario Property Tax Credit to the Ontario Energy and 
Property Tax Credit. Effective for the 2010 tax year, this tax credit 
would deliver more than $1.2 billion in annual support —— an increase 
of $455 million compared to the tax relief provided in 2009, due to the 
enhancements announced in the 2009 Budget. 


In the first year of implementation, the Ontario Energy and Property 
Tax Credit would be provided after people file their 2010 tax returns 

in 2011. Beginning in 2011, the credit would be paid quarterly, like the 
Ontario Sales Tax Credit. The government will consult with social policy 
groups regarding the timing of the payments to best meet the needs of 


people receiving the credits. 


In addition, the government is proposing a new Northern Ontario 
Energy Credit to recognize the higher energy costs in northern Ontario. 


See Chapter I: Ontario’s Plan for Prosperity for further details. 
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As shown in Chart 3, legislated increases and proposed enhancements 
for 2010 would increase the energy and property tax relief provided 
to low- to middle-income people by 70 per cent compared to 2009. 


Ontario Energy and Property Tax Relief 


($ Millions) Chart 3 


1,600 
1,400 
1,200 
1,000 
800 
600 
400 


O Senior homeowners’ grant 
O Energy and property tax relief enhancements 
@ Base property tax relief 


2009 2010 


The estimate for 2009 represents the property tax component of the Ontario Property and Sales Tax Credits 
and the $250 Ontario Senior Homeowners’ Property Tax Grant for 2009. The estimate for 2010 represents 
the proposed Ontario Energy and Property Tax Credit, the proposed Northern Ontario Energy Credit and the 
$500 Ontario Senior Homeowners’ Property Tax Grant for 2010. 

Source: Ontario Ministry of Finance. 


Paralleling Federal Tax Measures 


Under the terms of the Canada—Ontario Tax Collection Agreement, 
Ontario will automatically adopt certain 2010 federal budget PIT and 
CIT measures and their effective dates. These measures include proposals 
related to the: 


M4 rollover of certain registered plan proceeds to a Registered Disability 
Savings Plan; 

M4 taxation of the Universal Child Care Benefit; 

M Medical Expense Tax Credit; 


vi scholarship exemption and Education Tax Credit; 


160 


Tax and Pension Systems for Ontario's Future 


_._.._.__COd.w 


vw treatment of employee stock options; 
M1 deduction for U.S. Social Security benefits; 
WM disbursement quota for charities; and 


vj capital cost allowance system. 


Assisting Businesses with the Transition to the 
Harmonized Sales Tax 


Building on the measures implemented by the Ontario Tax Plan for More 
Jobs and Growth Act, 2009, including the wind-down of compensation 

for RST vendors as of March 31, 2010, the government is proposing to 
extend compensation to RST vendors up to a maximum of $375 for the 
shortened RST collection period of April 1, 2010 to June 30, 2010. 


Further, a technical amendment would be made to enable the Province to 
prescribe the 12-month period for calculating the $2 million taxable sales 


threshold for purposes of the small business transition assistance. 


Amendments to Sales Tax on Certain Types of Insurance 


As the tax on certain types of insurance will be continued under the 
Retail Sales Tax Act after June 30, 2010, the government is proposing 

that vendors of taxable insurance continue to be eligible for vendor 
compensation of up to $1,500 annually. For the transitional year of 

April 1, 2010 to March 31, 2011, the vendor compensation for insurance 
would be available up to $375 for the period of April 1, 2010 to June 30, 
2010 and up to $1,125 for the period of July 1, 2010 to March 31, 2011. 


An amendment is further proposed to the tax that will be retained on 
insurance to ensure that certain costs and fees, such as administration 
fees for benefit plans, would not be subject to both the HST and the 

RST by providing an RST exemption for such costs and fees from the 


tax on insurance. 
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Taxation of Corporate Groups 


The 2009 Budget presented a plan to modernize Ontario’s tax system that 
will significantly improve Ontario’s competitiveness for new business 
investment. The implementation of a single corporate tax administration 
has also streamlined the cost of doing business in Ontario. The McGuinty 
government continues to look for ways to improve the tax system and 


strengthen the long-term competitiveness of Ontario’s economy. 


In its 2010 budget, the federal government made a commitment 

to explore new rules for the taxation of corporate groups, such as 
consolidated reporting. Ontario welcomes this review and the federal 
government's acknowledgment of concerns raised by provincial 
governments regarding the utilization of tax losses within corporate 
groups. Ontario looks forward to working collaboratively with the 
federal government to explore options to address the impact these 


transactions have on provincial tax and interprovincial income allocation. 


In advance of any formal changes to the tax system, Ontario calls 

on the federal government, in administering Ontario’s corporate 
taxes, to ensure that tax losses are utilized by a corporation in the 
province where the loss takes place. This will ensure losses are treated 
in a fair and reasonable manner and do not distort the principles of 
interprovincial income allocation. Ontario will consider taking action, 
where appropriate and within its administrative purview, to ensure 


these principles are upheld. 
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TECHNICAL MEASURES 


Supporting the Move to the Harmonized Sales Tax 


The government is proposing the following amendments to the Retail 
Sales Tax Act to build on the measures implemented by the Ontario Tax Plan 
for More Jobs and Growth Act, 2009, and further support consumers and 


businesses with implementation of the HST: 


WJ an amendment to permit vendors to provide refunds of RST to 
purchasers after October 31, 2010, other than for returned goods. 
Where goods are purchased before July 1, 2010 and returned to the 
vendor after October 31, 2010, purchasers would continue to be able 


to claim RST refunds directly from the Ontario Ministry of Revenue; 


a) an amendment to provide for arebate of RST toa purchaser to 
relieve double taxation where the purchaser has paid both the RST 
and HST on goods and services acquired on or after July 1, 2010; 


VI an amendment to provide that multi-jurisdictional vehicles would no 
longer be subject to RST (exit tax) when they cease to be registered 
under the International Registration Plan on or after July 1, 2010, 


as announced in Ontario’s Tax Plan for Jobs and Growth; and 


vy an amendment to confirm that the exemption for gifts of used 
vehicles between siblings would be available effective July 1, 2010, 


as announced in Ontario’s Tax Plan for Jobs and Growth. 


As of July 1, 2010, tobacco retailers will no longer be able to obtain 

a vendor’s permit under the Retail Sales Tax Act. Amendments to the 
Tobacco Tax Act are proposed to require tobacco retailers who do not hold 
a vendor’s permit on June 30, 2010 to obtain a retail dealer’s permit 


under the Tobacco Tax Act. 


163 


2010 Ontario Budget 


Land Transfer Tax Act: Reorganization of Charities 


Regulatory amendments will be proposed to exempt certain transfers 
of land by registered charities from land transfer tax for transfers after 
March 25, 2010. Transfers of land from trustees to a non-share capital 
corporation, or from one non-share capital corporation to another, 


would be exempt provided: 


vj the non-share capital corporation will be continuing the same 


charitable purpose for the same members; and 


M4 no consideration is paid, other than the assumption of any existing 


liabilities registered on the land. 


Sustainable Funding for Tourism 


A key recommendation of the Ontario Tourism Competitiveness Study, 
chaired by Greg Sorbara, which was implemented by the Ontario Tax 

Plan for More Jobs and Growth Act, 2009, provides for the collection of a 
regional tourism levy on transient accommodation on a proclaimed date. 
Amendments are proposed to the Ministry of Tourism and Recreation Act 
that would authorize the revenue collected from the levy in a particular 
tourism region to be paid out to that region’s tourism organization. 

The amount would be limited to the amount collected from the region, 


less any costs related to the provincial administration of the levy. 


NON-TAX MEASURES 


The government is proposing amendments to the following legislation: 
vj the Smoke-Free Ontario Act to further help prevent young people from 
starting to smoke as well as helping current smokers quit; 


vj the Local Health S$ system Integration Act, 2006 to provide the time 
necessary for a thorough review of the Act and the powers available 


to Local Health Integration Networks; 
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the Mental Health Act and Health Care Consent Act, 1996 to facilitate the 
transfer of patients in certain circumstances to a psychiatric facility 
that is more appropriate for their requirements. Other amendments 


to the Mental Health Act will also be proposed; 


the City of Ottawa Act, 1999 to establish an independent board of 
health for the city; 


the Insurance Act to implement auto insurance reforms, including 


recognizing the unique status of public transit services under 
Ontario’s no-fault insurance system by excluding injuries where no 


collision has occurred; 


the Insurance Act and Health Insurance Act to recover some costs 
to Ontario’s health care system from accidents covered by auto 


insurance policies; 


the Law Society Act to modernize the governance structure of the 


Law Society of Upper Canada; and 


the Ministry of Training, Colleges and Universities Act and the 
Limitations Act, 2002. 


The government is proposing to introduce: 


Gi] 


the Electronic Land Registration Services Act, 2010 to enable further 


modernization of the land registry system; and 


[vj legislation to ensure Ontario can carry out obligations under certain 


land-claim settlement agreements with First Nations. 


The government is proposing to create a regulation and proclaim the 


amendments to the Compulsory Automobile Insurance Act to ensure that most 


Ontario licensed motor vehicles carry insurance. 


165 


2010 Ontario Budget 


OTHER MEASURES AND TECHNICAL AMENDMENTS 


Ontario proposes to introduce amendments to the Taxation Act, 2007 to 


enact certain previously announced measures. 


To improve administrative effectiveness and enforcement, and maintain 


the integrity and equity of Ontario’s tax and revenue collection system, 


as well as enhance legislative clarity and regulatory flexibility to preserve 


policy intent, legislation will be proposed, including amendments to the 


following statutes: 


Vi Alcohol and Gaming Regulation 
and Public Protection Act, 1996 


Assessment Act 
Business Corporations Act 
City of Toronto Act, 2006 


Community Small Business 


Investment Funds Act 
Co-operative Corporations Act 
Corporations lax Act 
Education Act 

Electricity Act, 1998 
Employer Health Tax Act 
Financial Administration Act 


Financial Services Commission 


of Ontario Act, 1997 
Fuel Tax Act 


Gasoline Tax Act 
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Income Tax Act 


166 


wi 


iS: Gl is civ is is, ie iets isis 


Land Transfer Tax Act 

Liquor Control Act 

Local Roads Boards Act 
Management Board of Cabinet Act 
Mining lax Act 

Ministry of Revenue Act 
Municipal Act, 2001 

Northern Services Boards Act 
Pension Benefits Act 

Provincial Land Tax Act, 2006 
Retail Sales Tax Act 

Tax Increment Financing Act, 2006 
Taxation Act, 2007 

Tobacco Tax Act. 


Tax and Pension Systems for Ontario's Future 


2010 Budget Impact Table 
($ Millions) 


2010-11 2011-12 2012-13 
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__ Specified Fees Exemption 
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Tot al Tax Changes _ eee “Thats tet BS: AG) IU g VS? FeAg EG) Wh. 1928. 
Benefit levels ‘for for northerners would be maintained in in 2011 1-12 but program cost would decline because 
accounting rules require one of the four quarterly payments to be reported in 2012-13. Northern Ontario 
Energy Credit for 2010 reported as a program expense. 

2 Vendor Compensation reported as a program expense. 


Note: “—” Indicates a nil or a small amount (less than $1 million). 


MODERNIZING PENSIONS AND THE RETIREMENT 
INCOME SYSTEM 


The last decades of the 20" century saw major improvements in the 
incomes of older Canadians and dramatic reductions in poverty among 
seniors. While these successes should be acknowledged, research indicates 
that the retirement income system may experience challenges in the 

21* century. As the population of Ontario ages, retirement security issues 


are becoming more important for people with and without pension plans. 


Although defined benefit (DB) plans are a key source of income for 
seniors in Ontario (50 per cent of singles and couples age 65 or over 
receive income from DB pension plans), DB plan coverage has declined 
from over 40 per cent to about a third of paid employees. Many 
Ontarians without employment pension plans have seen their retirement 
savings decline significantly due to negative returns in equity markets 


around the world in 2008, the global recession and low interest rates. 
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The Province is playing a leading role in a national effort to review the 
state of the current retirement income system, its future sustainability 
and options that could strengthen it for tomorrow's seniors. It is also in 
the midst of reforms to modernize the Pension Benefits Act (PBA). Reforms 
that began in 2009 will continue in 2010 as the government considers 
recommendations from the report of the Expert Commission on 
Pensions — A Fine Balance: Safe Pensions, Affordable Plans, Fair Rules.’ 


Transforming the Pension System 


Over the last year, Ontario has announced major initiatives to modernize 
its employment pension system. The government will move forward 
with these initiatives to ensure that the pension system remains viable 


for retirees, plan members and plan sponsors. 


Modernizing the Pension Benefits Act 
Bill 236, the Pension Benefits Amendment Act, 2010, was introduced 


on December 9, 2009. Bill 236 is the most significant pension reform 
package to be introduced in Ontario in more than 20 years and the first 
step in a multi-stage process. These proposed reforms are intended to 
balance the diverse interests of pensioners, pension plan members and 


plan sponsors. 


In 2010, the government will also consult on regulations related to 
Bill 133, the Family Statute Law Amendment Act, 2009, which introduced 


new rules for the division of pensions on marriage breakdown. 


Enhancing Multi-jurisdictional Regulation 


To improve the regulation and administration of multi-jurisdictional 
pension plans, the government has been working with other Canadian 
jurisdictions to finalize an agreement that would establish clear rules for 


the administration and regulation of these plans. 


> See www.fin. gov. on.ca/en/ consultations / pension / report. 
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Legislative amendments will be introduced that would enable 
Ontario to become a signatory to this agreement, joining Quebec and 
Alberta as jurisdictions with the legislative authority to enter into the 


proposed agreement. 


Solvency Funding Relief 


To mitigate the effects of the 2008 market downturn, the government 
amended the regulation under the PBA in the summer of 2009 to provide 
temporary solvency funding relief for DB pension plans in Ontario, 

By December 31, 2009, over a quarter of the DB pension plans that 

filed actuarial valuation reports had elected to use these funding relief 


measures, resulting in over $650 million in temporary cash-flow relief. 


Supporting Sustainable Public-Sector Pension Plans 


Since the introduction of the solvency funding relief measures, many 
single-employer DB pension plan sponsors in the public sector and 
broader public sector (BPS), including universities, have approached the 
government seeking additional funding relief, including full exemptions 
from solvency funding requirements for their plans. The Expert 
Commission recommended that exemptions of this nature should only 
be contemplated for pension plans that are structured to provide for 


joint risk-sharing and joint decision-making. 


The government will consider additional temporary funding relief 
measures for public-sector and BPS pension plans if certain conditions 
related to greater sharing of risk and governance are met, such as: 


vi converting to joint sponsorship for future service; 


iv} more equitable sharing of the normal cost of providing benefits 


between plan sponsors and members; 
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Ki linking some future benefits, such as inflation protection, to plan 


performance; and 


| enhancing cost certainty and affordability through benefit adjustments 


that make plans more sustainable. 


These plans should also explore measures that would reduce 
administrative and investment expenses in order to enhance 


cost efficiency. 


A Vision for Further Reform 


The government will continue the pension reform process in 2010. 
Building on recommendations from the Expert Commission, feedback 
from stakeholder consultations, advice from the Minister’s Advisory 
Council on Pensions and Retirement Income, and ongoing discussions 
with the Canadian Institute of Actuaries, the next stage of reforms will 


be informed by the following principles: 
Ki funding should be required for all benefits that a pension plan provides; 


MM risk and responsibility should be shared among stakeholders; and 


Ki funding rules should match benefit and governance structures. 
The government intends to explore reforms that would, among other things: 


[yf strengthen the requirements for taking contribution holidays to 
ensure greater benefit security and require disclosure of contribution 


holidays to plan members and retirees; 


yf enhance the requirements for funding benefit improvements when 
existing benefits are not fully funded and require that all benefit 


improvements be funded more quickly; 


[Mf limit the extent to which funding can be based on going-concern 
and solvency valuations that exclude the value of certain benefits, 
employ asset values that significantly depart from market values, 


or smooth interest rates; 
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vj further encourage innovative plan design by providing a framework 


for “flexible pension plans,” as permitted under the federal Income 
Tax Act; 


vj permit letters of credit to be used to partially satisfy solvency 


funding requirements; 


I clarify procedures for determining surplus entitlement when 


_a pension plan winds up; and 


vj set a uniform funding threshold at which annual actuarial valuations 


would be required. 


As recommended by the Expert Commission, the government will 
also examine an updated framework for the funding, governance and 
regulation of plans that meet specified criteria. These rules might 
apply, for example, to certain multi-employer pension plans and jointly 


sponsored pension plans. 


In October 2009, the federal government proposed reforms to update 
the pension investment rules contained in the federal Pension Benefits 
Standards Regulations, which Ontario adopted by reference in 2000. 

Once implemented, Ontario will carefully examine the appropriateness 
of the rules, including the 30 per cent rule, for Ontario-registered plans. 


The Province will then determine which changes, if any, will be adopted. 


Pension reform will be implemented in stages to ensure that related 
proposals are effectively coordinated and cost increases are mitigated as 
appropriate (e.g., phasing in changes to funding rules). Many of these 
changes would be enacted by regulations while others would require 
amendments to the PBA. 


All regulations emerging from the reform process will be posted 
for consultation on the Ontario Regulatory Registry to ensure the 
technical implementation of pension reforms is workable for all 


affected parties. 
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The Pension Benefits Guarantee Fund 


One of the issues raised by the Expert Commission was the continuing 
viability of the Pension Benefits Guarantee Fund (PBGF). The PBGF 
is the only fund of its kind in Canada. The Pension Benefit Guaranty 
Corporation in the United States and the Pension Protection Fund in 
the United Kingdom operate in similar pension systems. All three face 


considerable financial challenges. 


While intended to be self-financing, the annual assessments paid by the 
employer sponsors of DB pension plans (which averaged $48 million 
per year from 2005 to 2009) have been insufficient to meet the claims 
on the PBGF. The Province has provided a series of loans to the Fund 
that resulted in debts outstanding to the Province of $275 million at 
March 31, 2009. 


Stabilizing the PBGF 


Responding to the increasing challenges faced by the PBGF, the 
government is providing a $500 million grant to the Fund in 2009-10. 
This grant will help ensure the PBGE has sufficient assets to cover claims 


in the near term. 


Actuarial Projection Study of the PBGF 


Consistent with the Expert Commission’s recommendations, 

the government commissioned the first independent actuarial projection 
study of PBGF premiums and benefits in 2009. The results of this 

study, expected in the spring of 2010, will provide greater insight into 
the PBGF’s financial health. The government will then determine the 
best steps for moving forward with reforms that address the future of 


the PBGF. 
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Tomorrow’s Retirement Income System 


The severe downturn in world equity markets in 2008 and low 
long-term interest rates have adversely affected the retirement savings 
of Canadians. These events have focused attention on the state of 
Canada’s retirement income system. The Province is engaged in an 
evidence-based assessment of the system, undertaken in partnership 


with other governments across the country. 


In December 2009, federal, provincial and territorial finance ministers 
reviewed the results of extensive research on Canada’s retirement income 
system, including a study by pension expert Bob Baldwin commissioned 


by the Ontario Ministry of Finance.* 


Building on this research, finance ministries are assessing a range of 
options to address the possible future challenges facing the system. 
It is expected that a preliminary assessment will be presented at the 


finance ministers’ meeting scheduled in May 2010. 


The options under consideration can be broadly summarized by 


four themes: 


Vy expansion of public pensions to increase the proportion of 
retirement income provided to tomorrow’s seniors through the 


Canada Pension Plan; 


vj supplementary defined contribution pension plans to provide 
additional options for retirement savings to Canadians without 


employment pension plans; 


Ca pension innovations, such as target benefit plans, to expand coverage 
through the existing employment pension system and registered 


retirement savings plans; and 


vy reforms to tax assistance to facilitate higher levels of retirement 


savings and potential innovations in the delivery of pensions. 


* See www. fin. gov.on.ca/en/ consultations/pension/ dec09report.html for the 


full report. 
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Consultations 


The Province remains committed to an open, consultative approach 

to reforming the pension and retirement income system. Building 

on the consultation process initiated by the Expert Commission, to 
which 127 individuals and groups provided briefs and submissions, the 
government will continue to engage in an open and transparent dialogue 


on these important matters. 


In the lead-up to the next finance ministers’ meeting in May 2010, 
the Province will be seeking advice from interested Ontarians on how 


retirement income security could be improved for tomorrow’s seniors. 


Following Premier McGuinty’s call in 2009 for the federal government 
to lead a national pension summit, the Province welcomes the recent 
announcement in the federal 2010 budget that the government 

of Canada will undertake consultations on the retirement income 
system. Once these pan-Canadian consultations are completed, the 
Province looks forward to a national pension summit led by the federal 


government in 2010. 
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Borrowing and Debt Management 


HIGHLIGHTS 


M4 rhe total funding requirement for 20091 0:has decliried’b $6 billion 
4 ah 
since the Fall 2009 Ontario Economic Outlook and Fiscal Review, due 
primarily to the $3.4 billion decline in the projected deficit. 


iv Long-term public borrowing is forecast at $39.7 billion for 2010—11, 
down $4.1 billion from $43.8 billion for 2009—10. 


MI Interest on debt expense is $476 million lower than forecast in 
the Fall 2009 Ontario Economic Outlook and Fiscal Review, reflecting 
lower-than-forecast interest rates, more financing at shorter-term 


maturities and a lower deficit. 
WI Total debt is projected to be $212.4 billion as at March 31, 2010. 
VI Net debt is projected to be $193.2 billion as at March 31, 2010. 
MI In 2009—10, Canada’s and Ontario’s net debt-to-GDP ratios were 


well below those of G7 countries. 


WI Ontario’s net debt-to-GDP level was near the median for 
Canadian provinces in 2008—09, the most recent year for which 


data are available. 


WI For 2010-11 , the impact of a one per cent increase in interest rates 
would be an estimated additional $480 million in interest cost for 


the Province. 
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LONG-TERM PUBLIC BORROWING 


Ontario successfully completed its largest annual borrowing program in 
2009-10, despite continuing challenges in global financial markets. It did 
sO mainly through greater diversification in international bond markets 


and by being responsive to its bond investors. 


The interim long-term borrowing for 2009-10 is $43.8 billion, 
compared to $42.6 billion in the Fall 2009 Ontario Economic Outlook and 
Fiscal Review. The difference is primarily due to a decision to increase 


cash reserves, partially offset by the $3.4 billion reduction in the deficit. 
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In 2009-10, 51 per cent ($22.4 billion) was borrowed in international 

capital markets. Bonds issued in foreign currencies were: 

VI Global bonds in U.S. dollars 

vj Euro Medium-Term Notes (EMTNs) in euros, Swiss francs and 
Hong Kong dollars. 


About $21.4 billion, or 49 per cent, of borrowing was completed in the 
domestic market through a number of instruments, including: 

Vj syndicated issues 

VI floating rate notes 

vj Ontario Savings Bonds 


a) real return bonds. 


Borrowing — Domestic Market 


C$21.4 Billion Issued Chart 1 


Ontario Savings 
Real Return 
Bonds $1.1B Bonds $0.3B 


(5%) 
\ Ve (1%) 


Floating Rate 
Notes $3.4B 
(16%) — 


Source: Ontario Financing Authority. 
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2009-10 Borrowing Program: 


Province and Ontario Electricity Financial Corporation 
($ Billions) 


Fall In-Year 
a cbictenuacagucebh RAL cianenicn fend a NA es eecekele UMMDOR 5 IGS sees 
Investment in Capital Assets oy a “85 Pia 
Non-Cash Adjustiettinaci, tir /iiima'luy TUNIS EN) Ia fans — (0. Ph A) 
Debt Redemptions de ENTE. ON RIOR? SANE a= Ps 0. i peas 0. 0A bale TES 
Total Funding Requirement tk a 5 45.5 (6.0) 
Canada Pension Plan Borrowing 2 a a srr 
Decrease/(Increase) in Short-Term Borrowing sss (7.8) (6.0) 128 
Increase/(Decrease) in Cash and Cash Equivalents =~ 8 
Total L Long- Term Public Borrowing _ Has Ca> gahiine dint 


Note: ‘Numbers may not add due to rounding. 
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The total funding requirement for 2009-10 has declined by $6 billion 
since the Fall 2009 Ontario Economic Outlook and Fiscal Review, primarily 
due to the decline in the projected deficit. This has allowed the Province 
to increase its cash balance, which will provide greater flexibility in 


meeting its funding requirement tor 2O1G-41% 


Interest on debt (IOD) expense, at $8,930 million, is $476 million lower 
than forecast in the Fall 2009 Ontario Economic Outlook and Fiscal Review. 
This reduction in IOD reflects the impact of lower-than-forecast interest 
rates on floating rate debt, more financing at shorter-term maturities, 
and a lower deficit than forecast in the Fall 2009 Ontario Economic Outlook 


and Fiscal Review. 
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Medium-Term Borrowing Outlook: = == == ~~~ Table2 


Province and Ontario Emery t Financial Corporation 
($ Billions) 


» 2010-11. m 2011-12 2012-13 


ar mee ene 1) suleisiis Fin eli CMRDOG BI omAAM 19.tarnniiZ3" 0% | 15.9) 
Investment in Capital Assets B08 10.4 
Non-Cash Adjustments (1.7) (8.0) (2.8) 


Debt Maturities _ | otf, — 19.6 14.0 17.3 


Total Funding Requirement 
‘Canada Pension Elan Lon OURS 


Total al Long-Te -Term Public > Borrowing 
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‘Note: Numbers may not add duetorounding, 


The 2010—11 borrowing requirements are primarily the result of 

the deficit, investments in capital assets and the refinancing of debt 
maturities. To meet the borrowing requirements, Ontario will continue 
to be flexible, monitoring domestic and international markets, issuing 
bonds in different terms and currencies, and responding to investor 
preferences. Diversification of borrowing sources will continue to be 

a primary objective in 2010—11. Depending on market conditions, the 


Province plans to borrow at least 50 per cent in the domestic market. 


For fiscal years 2009-10 to 2011-12, the Province’s total funding 
requirement has declined by a cumulative $8.7 billion from the 
forecasts included in the Fall 2009 Ontario Economic Outlook and Fiscal 
Review. This decrease is primarily due to lower-than-forecast deficits in 


these years. 


The government will seek approval from the legislature for borrowing 


authority to meet the Province’s requirements. 
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DEBT 


Total debt, which represents all borrowing without offsetting financial 
assets, is projected to be $212.4 billion as at March 31, 2010, compared 
to $176.9 billion as at March 31, 2009. 


Ontario’s net debt is the difference between total liabilities and total 
financial assets. Starting in 2009-10, the broader public sector’s (BPS) 
net debt is included in the Province’s net debt because of the adoption 
of a revised presentation of BPS revenues, expenses, assets and liabilities 
in the Province’s consolidated financial reports. Broader public-sector 
organizations include hospitals, school boards and colleges. To be 
consistent with the presentation used in 2009-10, net debt has been 
restated for prior years to 2005—06. 


Until 2009-10, the Province’s net debt excluded net debt of hospitals, 
school boards and colleges, which was previously included in the 
Province’s net assets of BPS organizations in the Province’s consolidated 
financial statements (see the Addendum to the 2010 Ontario Budget: Ontario’s 
Plan to Enhance Accountability, Transparency and Financial Management for 
further details on changes in the Province’s financial presentation of 

BPS organizations). This change does not impact the Province’s annual 


surplus / deficit results or accumulated deficit. 
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Ontario’s net debt is projected to be $193.2 billion as at March 31, 2010. 
This figure includes BPS net debt of $11.6 billion. As at March 31, 2009, 
net debt was $165.9 billion, including $10.6 billion related to the BPS. 


Interim 2009—10 results for the Ontario Electricity Financial 
Corporation (OEFC) show a projected excess of revenue over expense 
of about $1.4 billion, reducing the Corporation’s unfunded liability 

(or “stranded debt of the electricity sector”) from $16.2 billion as 

at March 31, 2009 to $14.8 billion as at March 31, 2010. Projected 
2010—11 OEFC results are an excess of revenue over expense of about 
$1.0 billion, which would reduce the unfunded liability to $13.8 billion 
aeat March 31,2011. 
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TOTAL DEBT COMPOSITION 


Total debt consists of bonds issued in the public capital markets, 


non-public debt, treasury bills and U.S. commercial paper. 


Public debt totals $195.4 billion, primarily consisting of bonds 

issued in the domestic and international long-term public markets 

in 10 currencies. Ontario also has $17.0 billion outstanding in non- 
public debt issued in Canadian dollars. Non-public debt consists of debt 
instruments issued to public-sector pension funds in Ontario and 

the Canada Pension Plan Investment Board (CPPIB). This debt is not 


marketable and cannot be traded. 


Total Debt Composition | 


C$212.4 Billion Issued Chart 2 


“International bonds ~ Domestic bonds 


Non-Public Debt PIT 
$17.0B yndicated bonds 


Treasury Bills and * Medium-term notes 
? (8%) 

U.S. Commercial ° Floating rate notes 
Paper $17.0B 
(8%) 


¢ Canadian dollar 
¢ U.S. dollar 

e Euro 

¢ New Zealand dollar 
* Swiss franc 

e Japanese yen 

¢ Australian dollar 

¢ U.K. sterling 

¢ South African rand 
¢ Hong Kong dollar 


¢ Ontario Savings Bonds 
¢ Bond auctions 
¢ Real return bonds 


International Bonds 
$51.7B (24%) 


Source: Ontario Financing Authority. 
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DEBT-T! 


The Province’s debt-to-GDP ratios are expected to increase due to the 


proj ected deficits. The ratios stabilize and begin to decline during the 
period of the recovery plan to balance the budget. 


This year, because of changes to the Province’s financial presentation of 
BPS organizations, the Province’s net debt-to-GDP ratio is shown with 
and without BPS net debt of hospitals, school boards and colleges for 


comparison purposes to 2013-14. 


Going forward, only the Province’s net debt, including BPS net debt, will 
be illustrated. 


Per Cent Chart 3 

45 —o Net Debt with BPS consolidation —o Net Debt without BPS consolidation 
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*BPS net debt is only restated starting 2005-06. 
Source: Ontario Ministry of Finance. 
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Accumulated Deficit-to-GDP 


Per Cent Chart 4 
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Source: Ontario Ministry of Finance. 
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In 2008—09, the most recent year for which data are available for all 


provinces, Ontario’s net debt-to-GDP level was near the median for 


the provinces. 


Net Debt-to-GDP, Provincial Comparison 


2008-09 Chart 5 
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Sources: Statistics Canada, Provincial Public Accounts, International Monetary Fund World Economic 
Outlook (October 2009) and Ontario Financing Authority. 
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In 2009-10, Canada’s and Ontario’s net debt-to-GDP ratios were well 
below those of G7 countries. 
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2009-10 Chart 6 
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Sources: International Monetary Fund World Economic Outlook (October 2009) 
and Ontario Financing Authority. 
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COST OF DEBT 


The effective interest rate (on a weighted-average basis) on total debt is 
estimated to be 4.57 per cent as at March 31, 2010 (March 31, 2009, 
5.17 per cent). For comparison, as at March 31, 1993, the effective 
interest rate on total debt was 10.14 per cent. The effective interest rate 
on public debt is estimated to be 4.32 per cent as at March 31, 2010 
(March 31, 2009, 4.83 per cent). 


The effective interest rate on non-public debt is estimated to be 


7.38 per cent as at March 31, 2010 (March 31, 2009, 8.05 per cent). 


For 2010-11, the impact of a one per cent increase in interest rates 
would be an estimated additional $480 million in interest cost for 


the Province. 


(Weighted Average) on Total Debt 


Per Cent Chart 7 
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Sources: Ontario Public Accounts (1993-2009) and Ontario Financing Authority. 
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RISK EXPOSURE 


The Province limits itself to a maximum net interest-rate resetting 


exposure of 35 per cent of debt issued for Provincial purposes and a 
maximum foreign-exchange exposure of five per cent of debt issued 
for Provincial purposes. As at February 28, 2010, the net interest-rate 
resetting exposure was 11.1 per cent and foreign-exchange exposure 


was 0.1 per cent. All exposures remained well below policy limits 
in 2009-10. 
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Percentage of Debt Issued for Provincial Purposes Chart 8 


18 


March 31,2006 March31,2007 March31,2008 March 31,2009 February 28, 2010 


Excludes OEFC debt. 
Source: Ontario Financing Authority. 


Foreign Exchange Exposure 


Percentage of Debt Issued for Provincial Purposes Chart 9 


1 


March 31,2006 March31,2007 March31,2008 March31, 2009 February 28, 2010 


Excludes OEFC debt. 
Source: Ontario Financing Authority. 
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CONSOLIDATED FINANCIAL TABLES 


Net Debt and Accumulated Deficit Table 3 
Interim 2010 


($ Millions) 


Interim Plan 
we 2005-06 2006-07 2007-08 2008-09 2009-10 2010-11 


Bonds? 123,129 128,666 134,362 145,398 176,020 201,702 
os reasury Bills _ os oY 5,215 Sedo 5,062 9,044 Fae iors: 
_U.S.Commercial Paper? 706 = 254 644 2,006 = 3,471,471 


en ene ex mics sor) ar anc ee Fh ae oan 
MO ee co Rs I se 
130,760 5 134,431 141, 730 188, 2g 195, 293 22 aS, 
Non- are are Wn i i st: ek TD ee NP Sh I RE oes. 
Canada Pension Plan 10,233 10,233 10,233 10,233 10,233 10,233 
Ontario Teachers’ 7,596 6,411 4,466 3,001 £65 1,205 
Public Service 2,105 2,502 2,260 1,991 1,713 1,403 
__ Pension F Fund 


RSET a SUM CMT INTE: 
Employees’ Union 
Pension Fund (OPSEU) 


ie are racer =F ‘ ae meg) ace er ee ae 
Housing | Corporation — sa 


Other i SN eee counted aa 1,632 1,702 1,541 

els 5 ee ee 
156,993 176,825 21207 ai 238,318 
Unrealized Foreign le 206° sig Pte 90. Sas 94 
£ ExchangeGains 
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__ 212,387 238,412 
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Net Debt and Accumulated Deficit (cont'd) Tables 
Interim 2010 
($ Millions) 
Interim Plan 
i LOOS=06__ 2006-07 2007-08 2008-09 2009-10 2010-11 
‘Total Debt east 155, 332, 157,311 162,217 176,915 212,387 238 412, 
Cash and Temporary — (7,426) (6,622) (8,144) (11,878) (17,492) (13,848) 


ALLE EON TT CREO ESOT LITLEE EGER EE SET BSE ELIOT TEOETE 


‘Total Debt Net of Cashand 147,906 150,689 154,073 165,037 194,895 224564 
Temporary Investments _ 


Other | Net (Assets)/ (5,852) (8,581) (10,365) (9,735) (13,223) (15,484) 
Broader Public Sector 7874 8510 9,480 10562 11,554 10,911 
___(BPS) Net Deb eens te.” eae... Game Se | 
‘Net Debt” 149,928 150,618 153,188 165,864 193,226 219,991. 
Non-Financial Assets? (40,773) (43,842) (47,571) (52,626) (58,658) (65,733) 


Accumulated Deficit 106,776 105,617 113,238 134,568 154,258 


ORL LEE EE RELL LEE L LT SRA Deter LEEPER LEE e EL LLIL EEE LEPL EL LE onan LEE ees SRS SRS es ol dried BE 


“Includes debt issued by the Province and Government Organizations, including the OEFC. 

2 All balances are expressed in Canadian dollars. The balances above reflect the effect of related 
derivative contracts. 

3 Infrastructure Ontario’s (10) interim 2009-10 debt is composed of Infrastructure Renewal Bonds 
($1,250 million) and short-term commercial paper ($640 million). 10’s debt is not guaranteed by the 

- Province. 

4 Other non-public debt includes Ontario Immigrant Investor Corporation, Ontario Municipal Employees 
Retirement Fund, College of Applied Arts and Technology Pension Plan, Ryerson Retirement Pension 
Plan and indirect debt of school boards (the indirect debt of school boards was incurred in June 2003 to 
permanently refinance the debt of 55 school boards). 

5 Other Net (Assets)/Liabilities include accounts receivable, loans receivable, advances and investments 
in government business enterprises, accounts payable, accrued liabilities, pensions and the liability 
for power purchase agreements with non-utility generators. Prior periods have been restated to reflect 
elimination of intercompany balances on consolidation of BPS starting in 2009-10. 

6 BPS Net Debt includes cash, temporary investments, accounts receivable, loans receivable, other long- 
term financing, loans payable, accounts payable, accrued liabilities, pensions and other employee future 
benefits and liability. 

7 Starting in 2009-10, net debt includes the net debt of hospitals, school boards and colleges (BPS) 
consistent with changes in accounting standards. For comparative purposes, net debt has been restated 
from 2005-06 to 2008-09 to conform with this revised presentation. 

8 Starting in fiscal year 2009-10, this line item now includes the tangible capital assets of BPS and is net 
of deferred capital contributions. Fiscal years 2005-06 to 2008-09 have been restated to conform with 
this presentation. 

Source: Ontario Ministry of Finance. ava Gos petition 
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Debt Maturity Schedule 


interim 2010 
($ Millions) 


Currency 


RIP ERAL AAAI LOLLREERARADOLDSODOOROSEAELEOEOPOSEOUCEBESECECESYEESOOSEELEISESSSYSISSLEOSSSELSIALSSSISOTSISIBSSDIILILDLDDISLDDESODDLUBELSLESTSELECESESEEGLESETETSESEEESSSESELELESESESSSAESESESEDASSSISISINISISISIDLAEDUNDIELETEETSELECETELELELEESLSSOESECLLELUESLIPEESSASEDIESILSLEENERESSALEALEDEOER ALE ERE ALORS ALES AAAS AAA 


Interim 
Canadian U.S. Japanese Other 2009-10 2008-09 
Dollar Dollar Yen Euro. Currencies! Total __—_—‘Total_ 


Haale Pani 
vai pets ; FR 
Perr fea 3 (or aCe = he ee ae 
Talat hae eee ee PEE ees 
Freie pone eee 


ants ee ee a on ho om 
Foreign 
Exchange 
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Total? 162,693 36, 766 319 7,675 4, 934 212, 387 176,915. 


LOLOL LEDSELSELLNARASIRHA IR AHO tao mech ne ecanmsnasrttanapeattanen etait GELLING 


“Debt issued 139195 34285 319 7,496 3,713 185,008 149,247 
for Provincial 
PUD OSES tite Monae sane te oe le Cneee age 


ae Debt eT _ rae pgs “a — - mo 
Total 162,693 36,766 319 7,675 4,934 212,387 176,915 


CREOLE LLL LLL LLOLE eT aR RUNAA AI 


Other currencies includes Australian dollar, New Zealand dollar, U.K. sterling, Swiss franc, Hong Kong 
dollar and South African rand. 
2 The longest term to maturity is to June 2, 2054. 
3 Total foreign currency denominated debt (before unrealized foreign exchange gains) as at 
March 31, 2010, is projected to be $49.7 billion (2009, $31.5 billion). Of that, $49.2 billion or 
99.0 per cent (2009, $31.2 billion or 99.1 per cent) was fully hedged to Canadian dollars. 
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Borrowing and Debt Management 


sada 


Medium-Term Outlook = kt Tag 


Net Debt and Accumulated Deficit 
($ Billions) 


a 2011-12 2012-13 
Total Debt _ 265.1 289.3 


ae Temporty so see es SS “ey ve SHENG 
Total Debt Net of Cash and 1 Temporary Investments — ace bia: une abo: 


WOOIPROL SEIDEL ESL ED EL DIEAE IESE OISSESELASYSESELESIT ASAI A SEASTESSIUSSSSSESESESSSISIAISISSSSSISTNIDIISSALSSIESLIESESSSSSSSISSLESSSSSSIDISISSSISTESSISI SASS TASS SSSUNEDESESESESSSSSSSSSISESISIDESSSTSIUSEASIESSSISINSIEVISESSNSSISISSSISSB ABTS ISISSTUSSYSESSIESESISISSS SSSI SSS ESSEISIBASSAASASIINIAESSIN CIE 


Broader Public Sector (BPS) NetDebt = NA 
N et Debt 


Non- Financial Assets _ 


Accumulated Deficit 


“Note: ‘Numbers. may ‘not add due to rounding. 
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Derivative Portfolio Notional Value 


interim 2010 

($ Millions) 

Maturity in Interim 

Fiscal 6-10 Over10 2009-10 2008-09 
Year — 2010-11 2011-12 2012-13 2013-14 2014-15 © _ Years Years Total Total 
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Swaps: 
Interest rate ¥ 94721 10, 763 12,491 ~ 6596 24,112 99. 772 6,274 92,480 74,207 
Cross 5877 3,992 10,396 6068 7,602 15,692 ~ 49627 31,847 


Forward — 3,910 - - - - - - 3,010 8,881 
foreign 
exchange 

‘Caps and - ~ - - = - - - 88 
_ floors — 


“ PELE EEDEELISAT DELETE AMAIA DEIR IANA SEARS III STEUSS SBI IS IIMB UII MSIE AIR ELI DELILE ALOIS TELESIS eh pine 
LLL LLL ciibili RN rine eh A cauaeeie Bab Oe OTOL Ti Ss adadamd EEE diated LLLEELLEOLLELE LEELA LEEDS saeuiaiees sian tiedeaiciiaedios 


The table above presents the maturity schedule of the Province’s 
derivatives by type, interim as at March 31, 2010, based on the notional 
amounts of the contracts. Notional amounts represent the volume of 
outstanding derivative contracts and are not indicative of credit risk, 
market risk or actual cash flows. The Province uses derivatives to hedge 
and to minimize interest costs. Hedges are created primarily through 
swaps. Swaps allow the Province to offset existing obligations, effectively 


converting them into obligations with more desirable characteristics. 
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Introduction 


Mr. Speaker, | rise to present Ontario’s 2070 Budget. 


For the better part of the last two years, the global economy has 
been mired in deep recession. 


The Ontario economy, like most others, has felt the effects of both 
a global recession and the transformation of key sectors, especially 
manufacturing and forestry. 


Some early signs of the recovery have arrived. However, the job 
losses that have hurt Ontario families remain and this government 
continues to take action. 


Working together, we must continue to create jobs in the short term 
and begin to lay the foundation for a new prosperity. 


www.ontario.ca/budget | 1 


Open Ontario: A Plan for Jobs and Growth 
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Ontario’s Speech from the Throne established a five-year plan to 
Open Ontario to new jobs and economic growth. 


The Open Ontario plan will create an Ontario even more open to 
new ideas, new people, new investment and new jobs. 


This Budget begins to chart a course to a stronger economic future 
for the people of Ontario. 


Mr. Speaker, when the recession hit, Ontarians had to cope with 
sudden, unexpected job losses that devastated individuals, families 
and communities. 


We are responding with an aggressive job-creation plan. 


We are investing $32 billion in job-creating stimulus. According 
to the Conference Board of Canada, our investment is supporting 
over 220,000 jobs this year — and it added nearly a full point to 
Ontario’s gross domestic product (GDP) last year. 


We are also responding with an aggressive training plan. 


Many Ontarians need to retrain and learn new skill sets in order to 
find work and get back on their feet. 


The Kitchener-Waterloo region is a beacon of the new economy, 
with leading-edge universities, colleges and businesses. Today, more 
than 2,000 jobs remain unfilled in the Technology Triangle. Yet, the 
region has a 10.1 per cent unemployment rate. 


This speaks to the importance of skills training and upgrading as 
part of our jobs strategy. 


LL cece 
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That’s why we have improved the job training services we provide 

through Employment Ontario. Over one million Ontarians were able 
to take advantage of skills training, rapid re-employment, summer 

jobs and bridge training last year. 


We created a program — the first of its kind in Canada — to help 
laid-off workers train for a new career. 


We called it Second Career and over 27,000 people have enrolled. 


Mr. Speaker, today we are announcing that an additional 30,000 
workers will be participating. This will bring the total number of 
participants to nearly 60,000 since Second Career began. 


starting a new career takes courage and all Ontarians deserve credit 
for helping their neighbours make this move. 


Mr. Speaker, the Open Ontario plan will create even more new 
opportunities for Ontarians and their children. 


We've already laid out some aspects of our plan with two important 
initiatives: tax modernization and clean energy. 


As the economy recovers, the McGuinty government is creating an 
environment for jobs and growth. 


Our Tax Plan for Jobs and Growth is the most significant tax reform 
in a generation. It is designed to create jobs and open Ontario to 
new investment and growth. 
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Personal income taxes were reduced on January 1 of this year. 


On July 1, we’re reducing corporate income taxes, eliminating the 
capital tax and moving ahead with the Harmonized Sales Tax (HST), 
the single most important step we can take to create jobs. 


Major corporations like Bell Canada, Telus and General Electric have 
said that, due to our comprehensive tax reforms, they will be making 
significant investments in Ontario. 


On July 1, our small business tax rate will be reduced to 

4.5 per cent and the small business surtax eliminated. This will 
be a powerful incentive for those who create the most jobs in 
Our economy. 


Leading economist and independent expert Jack Mintz estimates 
that within 10 years our tax plan will help lead to: 


(i the creation of nearly 600,000 new jobs; 
(Vf an increase in capital investment of $47 billion; and 


(Vf an increase in household income of up to 8.8 per cent. 
That’s good news for all Ontarians. 


Mr. Speaker, clean energy will be a significant source of employment 
in the very near future. Our plan is helping to create 50,000 new 
Ontario jobs over three years. 


Al Gore calls our plan “the single best green energy program on the 
North American continent.” 


‘GDR ELIE LESTE LTS Se ea eee aoa ee 
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samsung’s partnership with Ontario to produce clean energy from 
the wind and the sun is just the beginning. This venture alone will 
create some 16,000 Ontario jobs. 


Mr. Speaker, as part of its Open Ontario plan, the government 
will introduce a new Water Opportunities Act. 


The clean-water sector already employs some 22,000 people 
in good, well-paid Ontario jobs selling Ontario-made water 
technologies and services around the world. 


Ontario is well placed to become a global leader in this industry. 
Our proposed legislation will help create more jobs here at home. 


Mr. Speaker, our Open Ontario plan is about creating new 
opportunities and growth for our province. 


For example, we are examining whether there is unrealized value in 
Our government businesses that could be unleashed to provide new 
jobs and opportunities for Ontario families. 


In the coming months, we will be talking to Ontarians about how we 
might proceed. 
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Mr. Speaker, education is this government’s highest priority. 
The Open Ontario plan will build a stronger economy by expanding 
opportunities in our schools, colleges, universities and trades. 


Since 2003, we have reduced class sizes, raised test scores, 
increased the high school graduation rate and created thousands 
of new spaces in colleges, universities and apprenticeships. 


Our Open Ontario plan will make us the first government in 
North America to implement a full-day learning program for 
four- and five-year-olds. 


This innovative education program will begin in September for 
up to 35,000 kids in nearly 600 schools. 


Ontarians are some of the most highly skilled and educated workers 
in the world. This is our great competitive advantage. 


Today, 62 per cent of Ontarians have postsecondary education 
or training and about 70 per cent of the jobs of the future will 
require it. 


Open Ontario’s goal is to raise Ontario's postsecondary attainment 
rate to 70 per cent. As a first step, this Budget will provide 

$310 million in new funding for 20,000 new spaces in colleges and 
universities this year. 


Every qualified Ontarian who wants to go to college or university will 
find a place. 


Lec cs a ec setts 
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Tens of millions of families around the globe want what Ontario 
offers — a quality postsecondary education that leads to a good job 
and a secure future. 


We will aggressively promote Ontario’s postsecondary schools 
abroad and increase international enrolment by 50 per cent while 
guaranteeing spaces for qualified Ontario students. 


Their contributions will strengthen our schools and create more 
Ontario jobs. 
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Mr. Speaker, families and communities in the north have been 
hard hit by the global recession, so we are ensuring that the north 
benefits from the Open Ontario plan. 


Under our plan, northern Ontario will see more jobs and more 
economic activity. 


We’ve already seen tremendous success in the region with Ontario's 
first diamond mine opened by De Beers in 2008. 


And there are many more new opportunities to be found in the north 
— particularly in the region known as the Ring of Fire. 


For the 21° century, the discovery of chromite in the Ring of Fire 
could be as big as the discovery of nickel was in Sudbury in the 
19" century. 


We are fully committed to working with Aboriginal Peoples and 
northern Ontarians to build on the Ring of Fire’s potential. 


This Budget provides funding support for skills training programs to 
help northern Ontarians be ready for new jobs in this growing sector. 


We will appoint a Ring of Fire Coordinator to lead our collective 
efforts to make the possibilities of this exciting development a reality 
for all northerners. 


Together, we will create Ontario jobs and support families in the 
north, while protecting the northern boreal-forest region. 
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Mr. Speaker, because northern families spend more to heat their 
homes, we propose a permanent Northern Ontario Energy Credit 
that will help 50 per cent of northern individuals and families. 


The credit would provide up to $130 annually to single people and 
up to $200 to families in the north to help with the higher energy 
costs they face. 


This program is in addition to the sales and property tax credits 
already available to all Ontarians. 


The 2070 Budget also announces our intention to create a 
three-year industrial electricity program averaging $150 million 
per year. It would target some of the industries hardest hit by 
the recession. 


The program would reduce industrial electricity prices by almost 

25 per cent based on 2009 levels. The rebates would help qualifying 
large northern industrial facilities achieve electricity efficiency and 
sustainability. It would also help protect and create jobs. 
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Federal Partnership 


The federal government presented its budget a few weeks ago. 


We were pleased to see that the Canada Health and Social Transfers 
have been extended for another year, though at the same time we 
are very concerned about the expiration of federal skills training 
dollars and child care funding. 


The federal government had previously provided Ontario with 
$1 billion in funding for programs like transit, wait times and 
housing. That federal funding is ending. 


The federal funding for child care is also ending. 


Mr. Speaker, | urge all Ontarians who care passionately about this 
issue to join us in the fight for better child care. 


| am pleased to announce that the McGuinty government is stepping 
in and continuing to fund the child care spaces abandoned by the 
federal government. 


Our investment will equal $63.5 million a year. 


All told, this support will help 1,000 child care workers keep their 
jobs. It will help about 8,500 Ontario children stay in care — 
a crucial investment that will help keep Ontario families working. 
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Mr. Speaker, when the world economy fell into recession, a variety 
of organizations, including the International Monetary Fund (IMF), 
recommended that governments around the world spend up to 
two per cent of their GDP to fund job-creating stimulus plans. 


Like most western governments, Ontario responded with a rigorous 
jobs plan that economists are saying is helping families, helping 
communities and creating jobs. 


As | said in the fall, our government will reduce the size of the deficit 
every year. 


As economies return to growth, governments must return to 
balanced budgets — and our government will. 


For the year just ending, we forecast a deficit of $21.3 billion — 
a notable improvement since | last reported to Ontarians in the fall. 


Our planning assumptions for economic growth, which are based 
on private-sector forecasts, are 2.7 per cent GDP growth this year, 
moving to 3.3 per cent in 2011. 


In 2011-12, the deficit will drop to $17.3 billion, and then fall to 
$15.9 billion in 2012-13. 


We will cut the current deficit in half in five years and eliminate it in 
eight years. 


Our path to recovery is realistic and responsible, and 
above all else, it is fair. 
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Reducing the deficit is about a sustainable future for our children 
and ensuring that our tax dollars are spent wisely on the priorities 
that are important to Ontarians. 


A significant risk for Ontario and other governments is the possibility 
— some would argue the probability — of rising interest rates. 


Every one per cent increase in interest rates would cost Ontario 
an additional half billion dollars per annum. 


Every additional dollar that goes to interest payments is one less 
dollar for priority areas such as education or health care. 


Mr. Speaker, about 55 per cent of Ontario’s total program 
spending goes towards wages and benefits in the public and 
broader public sectors. 


Our plan for protecting public services like schools and hospitals 
must acknowledge this reality. 


About 1.2 million people are employed in the broader public sector 
(BPS) in Ontario. 


Those who work in the BPS, including employees in the Ontario 
Public Service (OPS), have accomplished a great deal over the past 
six years. Ontarians value and appreciate the contributions of those 
who deliver their public services, and they also expect those who are 
paid by tax dollars to do their part to help sustain public services. 
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Public servants make a valuable contribution to the health 
and well-being of this province. They are an important part of our 
well-educated workforce. 


That is why we will not propose mandatory days off. 
That is why we will honour existing collective agreements. 


Still, we must take significant steps to control expenses in one of 
our largest spending lines so that we can protect public services 
like education and health care. 


Members of Provincial Parliament would lead by example and 
take a three-year salary freeze, extending our current freeze for 
two more years. 


In addition, the government will introduce legislation that would 
freeze the compensation structures of non-bargained political and 
Legislative Assembly staff for two years. 


The legislation would also freeze compensation structures for all 
non-bargained employees in the BPS and OPS for two years. 


For those represented by bargaining agents, we will respect all 
collective agreements. 


However, the fiscal plan provides no funding for incremental 
compensation increases for any future collective agreements. 
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As contracts are renegotiated, the government will work with 
transfer partners and bargaining agents to seek agreements of at 
least two years’ duration. These agreements should help manage 
spending pressures, protect public services that Ontarians rely on 
and provide no net increase in compensation. 


All of us who are paid with public tax dollars have a role to play 
here. We're all in this together. 


We expect our transfer partners to bargain responsibly so that, 
together, we can all do our part to protect schools and hospitals. 


By next year, this legislation would redirect up to $750 million 
towards sustaining schools and hospitals and other public services. 


Mr. Speaker, controlling compensation is but one important step in 
our plan to manage responsibly. 


As you know, Ontarians are committed to a strong public health 
care system. 


Today we face new challenges and must redouble our efforts. 


Just 20 years ago, 32 cents of every dollar spent on government 
programs were spent on health care. 


Today, it is 46 cents. In 12 years, if we don’t take action, it could 
be 70 cents. 


SO, the question now facing us is: “How do we fund the best health 
care without compromising our investments in schools, helping the 
vulnerable or protecting the environment?” 


PERE 
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This year, the McGuinty government will launch a plan to manage 
drug costs for Ontarians. 


Currently, Ontarians pay too much for generic drugs. That is why 
we are planning to reduce the cost of generic drugs to ensure 
that Ontarians have affordable access to the prescription drugs 
they need. 


We also plan to introduce legislation that would make health care 
professionals and executives more accountable for improving 
patient care. 


We will review the Public Hospitals Act and ensure that the 
hospital system taps into the expertise of community partners and 
health professionals. 


Across government, we will ensure that we manage responsibly 
and direct investments to those things most important to 
Ontario families. 


Once our stimulus-related infrastructure projects near completion, 
we will slow the pace of planning and construction of some of the 
government’s capital projects. 


Managing responsibly and in a balanced way is our record. This year 
and in the years ahead, our task is to keep growth in expenditures 
below growth in revenues. 
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Our efforts to manage responsibly have delivered results: 


(J OPS travel costs have decreased by 26 per cent so far this year; 
we froze MPP salaries: 


we reduced OPS senior executive performance pay; and 


Rh & 


with the introduction of the HST, we will reduce the number of 
full-time OPS employees by 1,253 — saving $100 million a year. 


since 2003, Ontario has been one of the most efficient providers of 
programs and services among provincial governments. 


In 2008-09, Ontario general per-capita government spending was 
the second lowest among the provinces. This year, and going forward, 
we plan to freeze program administration spending so that Ontario 
remains one of the most efficient governments in the country. 


Building on our previous expenditure management measures 
and the recent work of the Treasury Board Working Group, we 
will continue with a comprehensive review of all government 
programs and services. 


The comprehensive review will be overseen by the Treasury Board 
and will ensure that the government’s resources are focused on 
delivering the programs and services that support: 

jobs and economic growth: 

access to high-quality health care and education; and 


clean and strong communities, including effective supports for 
our most vulnerable. 


ee ohare 
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The goal of the review is to move resources from low-priority 
areas to high-priority areas and to move forward with the 
Open Ontario plan. 


In addition to improving efficiencies, we will also improve access. 
For example, we provide a wide range of benefit programs to help 
Ontarians. There are many ways to access these programs and no 
central hub or source for information. 


Our plan is to improve and simplify access to those programs to 
make it easier for people to find them and more cost effective for 
us to administer them. 


Mr. Speaker, our plan to manage expenses responsibly is fair 
and balanced. It's the right thing to do for the public services 
Ontarians rely on most. 
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Mr. Speaker, when the recession began, we took action and now 
that the recovery is on the horizon, we will not rest. 


When we came to office in 2003, Ontario faced a deficit, 
Struggling public services, crumbling infrastructure — and no plan 
for the future. 


Our government put a plan in place and took action. 


We rebuilt schools and hospitals. We invested in colleges and 
universities. We built new roads, bridges, transit and water 
treatment plants. 


We supported a greener Ontario, brought in the Ontario Child Benefit 
and raised the minimum wage to make this province a better place 
to live for all Ontarians. 


Our prudent planning has allowed us to invest in people while 
balancing budgets, paying down debt and cutting business taxes. 


Mr. Speaker, when the global crisis hit, we took action. 


We invested in a stimulus plan to protect and create jobs and 
reformed our tax system to create hundreds of thousands of jobs 
in the long term. 


Now, through the Open Ontario plan, we continue to take action. 


Today, |’ve announced a plan to take action on postsecondary 
education and a plan to help the north. 


Ee 
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We are taking action to eliminate the deficit so that we can ensure 
the sustainability of the public services we all value. 


As always, our plan is fair. 
Our plan is balanced. 
Our plan is focused on the priorities Ontarians share. 


And those priorities include taking steps today to build a strong 
Ontario for tomorrow. 


We are opening Ontario’s doors — to trade, to students, to global 
opportunities. 


We have what it takes to be the best. 
Our Open Ontario plan will help us get there. 
We can do it, we will do it, together. 


Thank you, Mr. Speaker. 
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Foreword 


Ontario is turning the corner to a better tomorrow. 
Jobs are coming back. The economy is improving. 
The Open Ontario plan to make Ontario more competitive is working. 


Now that the economy is improving, the government is renewing its focus on 


eliminating the deficit and reforming the delivery of public services. 


The Record 


A strong economy creates jobs and protects education and health care. 


Strong education and health care systems, in turn, strengthen the economy. 


In its first five years, the McGuinty government worked with Ontarians to repair 
years of neglect and rebuild the province’s schools, colleges and universities, 
hospitals, roads and bridges. The government established a strong fiscal 

record, eliminating the $5.5 billion deficit it inherited and delivering three 
balanced budgets. 


Then the global recession hit. 


The McGuinty government chose to help lessen the impact of the recession on 
Ontarians, through short-term stimulus investments that created and preserved 
jobs and helped restore growth. During the global economic downturn, the 


government protected education, health care and other key public services. 
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To make Ontario’s economy more competitive for future generations, the 


government also modernized Ontario’s tax system; rebuilt the electricity system 
into one that is clean, modern and reliable; introduced full-day kindergarten; and 


increased the number of students in colleges and universities. 


Ontario’s success depends on economic growth, job creation and strong education 
and health care systems. The 20/ | Budget builds on the progress made in these 


areas over the past seven years. It also addresses the fiscal challenge facing Ontario. 


Eliminating the Deficit and Reforming the Delivery of 
Public Services 


As a result of the actions taken to lessen the global recession’s impact, 

Ontario, like other jurisdictions in Canada and around the world, has a deficit. 
To overcome this challenge, the government must renew its focus on deficit 
reduction. Eliminating the deficit while protecting education and health care will 
require long-term reform in the way government does business. Government 
must accelerate its efforts to enhance efficiency, improve systems, pursue 


innovation and get better value for money. 


Other approaches, such as reducing the Harmonized Sales Tax (HST), would 
require deep cuts to education and health care, which would hurt Ontario families 


and the economy. 
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The government has laid out a realistic and responsible plan to eliminate the 
deficit. Through prudent fiscal management, the government has improved upon 
the deficit targets outlined in the 20/0 Budget. As a result, the 201 1 Budget is 
projecting deficits of $16.7 billion in 2010-11, $16.3 billion in 2011-12 and 
$15.2 billion in 2012—13. This represents an improvement of $4.7 billion over 
three years from the projections outlined in the 20/0 Budget. 


These results are in large part the outcome of the government’s continued efforts 
to reduce growth in program expense while protecting the public services that 


matter most to people. 


While the government will continue to tackle the deficit with determination, 

it will not put vital public services at risk or resort to arbitrary, across-the-board 
cuts. It will accelerate its plan to enhance efficiency and improve productivity by 
streamlining programs and identifying new models of service delivery. It will explore 
new ways to export and create value from Ontario’s excellence in delivering those 


public services that are recognized as being among the best in the world. 


A Better Tomorrow 


The 2011 Budget builds on the gains Ontario has made in economic growth and 
job creation, which allow for strong schools and health care. A well-educated 
workforce and public health care also strengthen Ontario’s economy and attract 


investment and jobs. 
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Jobs and Growth 


Ontario’s economy is turning the corner and jobs are coming back. Statistics 
Canada data confirm that the province has recovered 91 per cent of the jobs lost 
during the recession, compared to 14.5 per cent in the United States. Nearly 


84 per cent of the Ontario jobs recovered are full-time jobs. 


Ontario’s Tax Plan for Jobs and Growth, which includes tax cuts for people 

and reducing corporate income tax rates, is making Ontario businesses more 
competitive and is strengthening business investment. Investments by the private 
sector in building, machinery and equipment rose by 7.4 per cent in 2010. A more 


competitive business climate is creating more jobs and higher incomes for Ontarians. 


Over the next several weeks, Ontario and private-sector partners will 
be announcing new investments of over $1.3 billion, including nearly $175 million 


from the Province, creating more than 2,100 jobs and retaining nearly 7,800 jobs. 


Risk Management Programs 


The government recognizes that volatility in commodity markets can make it 
difficult for farmers to manage business risks. Risk management programs can 
help mitigate these difficulties by providing stable support for managing costs. 
The 201 1 Budget announces the extension of the current Risk Management 
Program for grain and oilseed farmers. The government will also implement a 
new Risk Management Program for the cattle, hog, sheep and veal sectors, as well 
as a Self-Directed Risk Management Program for the edible horticulture sector. 
The cost of these programs will be shared between the Ontario government 


and farmers. 
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These risk management programs represent an innovative approach to supporting 
Ontario’s farmers — one that would provide bankability, stability and 


predictability while responding to market trends over the long term. 


A Well-Educated Workforce 


Ontario’s economic success depends on a well-educated workforce that can 
compete in the global economy. Since 2003, the McGuinty government has made 
significant investments in colleges and universities. The 201 | Budget announces 
funding to support more than 60,000 additional students in colleges and 
universities by 2015-16. 


Through its Open Ontario plan, the government will support raising the 
percentage of Ontarians who attain postsecondary education from 63 per cent 
to 70 per cent and ensure a college or university space is available for every 


qualified student. 


Implementing Full-Day Kindergarten 


Investing ‘in skills and education, starting as early as kindergarten, helps students 
reach their full potential and enhances Ontario’s economic success. Full-day 
kindergarten is a key part of the government’s plan to help Ontario’s children get 


the best possible start and to help busy parents save time and money. 


This school year, full-day kindergarten is available in nearly 600 schools for 

up to 35,000 Ontario children. In September 2011, it will be available in an 
additional 200 schools, benefiting up to 50,000 children. The program will be 
fully implemented in September 2014, benefiting about 247,000 children and 


their families. 
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Enhanced Breast Cancer Screening 


Cancer outcomes in Ontario are among the best in the world. However, more 
can be done. Detecting and treating breast cancer at the earliest possible stage 
is critical. Breast cancer is the most frequently diagnosed type of cancer among 


Ontario women and is the second-leading cause of cancer deaths. 


Currently, women under the age of 50 can only access mammography services 
with a referral from a physician or a nurse practitioner. An expanded screening 
program is needed so that younger women at high risk can also benefit from the 
high-quality assessment services and followups provided through the Ontario 


Breast Screening Program. 


The 20/1 Budget announces additional funding over the next three years to 
provide approximately 90,000 more breast cancer screening exams. This would 
expand the Ontario Breast Screening Program to reach women between the 
ages of 30 and 49 who are at high risk for breast cancer due to genetic factors, 
medical or family history, and to support additional exams for women aged 

50 to 69 currently covered under the program. With this change, Ontario 


would be a leader in organized breast cancer screening programs. 


Mental Health and Addictions Strategy 


Mental health problems and addiction can affect people at many stages in their 
life. It is estimated that 20 per cent of Ontarians will experience a serious mental 
illness or have a substance abuse issue in their lifetime. When people struggle with 
mental health problems or addictions, their families and friends, co-workers and 


fellow students can also be affected. 
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Mental health problems often begin at a young age — about 70 per cent of 
mental health issues have their onset in childhood and adolescence, but people 
do not always receive the services they need. The system of supports must 

be more integrated and more responsive to the needs of children and youth. 
The government will invest in a comprehensive Mental Health and Addictions 


Strategy, starting with children and youth. 


Expanded Pharmacy Services for Seniors and 
Social Assistance Recipients 


Beginning in April 2011, the government will expand the pharmacy services and 
support available to Ontarians receiving drug coverage through the Ontario Drug 


Benefit Program — primarily seniors and social assistance recipients. 


Building on the successful MedsCheck program, the government will fund and 
support pharmacies offering a range of services, including prescription followup 
consultations; medication assessment for patients with chronic diseases; and 
training in how to operate home diagnostic devices, such as glucose monitors and 


blood pressure monitoring kits. 


Managing Responsibly 


Opening Ontario to economic growth and jobs while protecting the progress 
Ontarians have made in their schools and health care requires a commitment 
to prudent fiscal management and balanced budgets. Although the economy is 
turning the corner, the government cannot rely on economic growth alone to 


eliminate the deficit. 


The new investments outlined in this Budget are affordable because the government 


is setting priorities and getting better value for money across government. 
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The McGuinty government has a strong track record of fiscal prudence and 


discipline. In addition to eliminating the deficit it inherited and posting three 
balanced budgets, it has overachieved its budget targets in five of the last seven 


fiscal years. 


The expenditure management measures introduced in the 20/0 Budget produced 
immediate dividends, with 2010—11 total expense projected to be $3 billion 
lower than forecast a year ago. This is the second year in a row that total expense 


has come in under the budget projections. 


This Budget builds on the government’s record of success in finding savings. 
Initiatives announced in this Budget and since December 2010 would help realize 


savings of nearly $1.5 billion across government over the next three fiscal years. 


To protect education and health care, the government will also enhance quality, 
consistency and value for money by consolidating programs and examining new 
forms of service delivery. It will also explore new ways to export and create value 
from Ontario’s excellence in delivering those public services that are recognized as 


being among the best in the world. 
The 2011 Budget identifies several new initiatives, including: 


e determining whether the current ServiceOntario delivery model delivers the © 


best value and service to Ontarians; 
* instructing major agencies to deliver efficiencies of $200 million by 2013-14; 


e permanently reducing funding for executive offices of specific transfer 
payment recipients by 10 per cent over two years. This policy will also be put 


in place for major government agencies; 
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° reducing the size of the Ontario Public Service (OPS) by an additional 1,500 
positions, between April 2012 and March 2014. This is in addition to the five 
per cent reduction in the size of the OPS announced in the 2009 Budget; 


¢ closing underutilized prisons in Owen Sound, Walkerton and Sarnia, and the 


partial closure of Toronto West Detention Centre; and 


° cancelling the construction of the Toronto West Courthouse, resulting in 


appropriation savings of $181 million over the next three years. 


To provide advice on reforms that would help accelerate its plan to eliminate the 
deficit while protecting education and health care, the government will establish 

a Commission on Broader Public Sector Reform. Building on reforms already 
underway, and on the approach to enhanced public service delivery laid out in this 
Budget, the Commission will examine long-term, fundamental changes to the way 
government works. The Commission’s work will include exploring which areas of 
service delivery are core to the Ontario government’s mandate, which areas could 
be delivered more efficiently by another entity and how to get better value for 


taxpayers’ money in the delivery of public services. 


The Commission will report to the Minister of Finance in time to inform 
the development of the 20/2 Budget. The Commission will not make 
recommendations that would increase taxes or lead to the privatization of 


health care or education. 
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Conclusion 


This Budget describes the choices Ontarians are making for a better tomorrow as 
the province’s economy turns the corner from the global recession. It also lays out 
the government’s realistic, achievable plan to manage spending in order to secure 
the province’s long-term financial sustainability and protect front-line services for 
Ontario families. The Budget builds on the government’s determination to protect 
education and health care and the belief that a strong economy that creates jobs is 


key to fulfilling that commitment. 
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Section A: A Better Tomorrow 


Highlights 


Protecting Jobs and Growth 


"A 
"A 


‘Ontario has recovered 91 per cent of the jobs lost during the recession. 


Over the next several weeks, Ontario and private-sector partners will 
be announcing new investments of over $1.3 billion, including nearly 
$175 million from the Province, creating more than 2,100 jobs and retaining 


nearly 7,800 jobs. 


Ontario’s Tax Plan for Jobs and Growth is making Ontario’s businesses 


more competitive. 


Infrastructure investments of $62 billion since 2003 have created and 


preserved more than 80,000 jobs on average per year, with more than 


400 new schools built, construction completed or underway on more 


than 100 major hospital projects, and over 5,500 kilometres of highways 
expanded or rehabilitated. 


Public and private investments in clean, renewable energy and conservation 
have increased as a result of the Green Energy and Green Economy Act, 2009. 
More than 30 clean energy manufacturers have announced plans to set up or 


expand operations in Ontario since the act was proclaimed in 2009. 


The government is extending the current pilot Risk Management Program for 
grain and oilseed farmers and implementing a new Risk Management Program 
for the cattle, hog, sheep and veal sectors, as well as a Self-Directed Risk 
Management Program for the edible horticulture sector. 
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Protecting a Strong Education System 


Y Committing over $64 million in 2011-12, growing to $309 million in 
2013-14, in additional operating grants to colleges and universities, 


supporting more than 60,000 additional spaces by 2015-16. | 


& Approximately 200 more schools will be offering full-day kindergarten 
in September 2011 and 900 more in September 2012, bringing the total 
number of schools offering the program to close to 1,700 and benefiting 
approximately 120,000 children in 2012. 


y Full-day kindergarten will be available in all elementary schools in 
September 2014. 


Protecting the Public Health Care Sector 


yw Providing approximately 90,000 more breast cancer screening exams. 


wf Investing in a comprehensive Mental Health and Addictions Strategy, starting 
with children and youth. By 2013-14, funding to support the strategy will 
grow to $93 million per year. 


Y Building on the success of the MedsCheck program, investing $100 million 
annually to enhance the pharmacy services and support to recipients of the 
Ontario Drug Benefit Program — primarily seniors and social assistance 


recipients. 
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Introduction 


Ontario’s success depends on economic growth, job creation and strong education 
and health care systems. The 20/1 Budget supports a strong economy and job 
creation, which protect strong schools and health care. A well-educated workforce 
and public health care also strengthen Ontario’s economy and attract investment 


and jobs. 


Opening Ontario to economic growth and jobs while protecting the progress 
Ontarians have made in their schools and hospitals requires a commitment 

to prudent fiscal management and balanced budgets. The new investments 
outlined in this Budget are affordable because the Province is setting priorities and 
getting better value for money across government. For more information on the 
government’s initiatives to manage spending and reform the delivery of public 


services, see Section B of this chapter. 
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Jobs 


The Plan: 


Ontario’s economy is turning the corner and jobs are returning. 


The Province, like many other jurisdictions around the world, took action to 
stimulate the economy and lessen the impact of the recession on families and 
businesses. In 2009-10 and 2010-11, the government invested $26 billion 

in infrastructure, including nearly 10,000 stimulus projects. Ontario and the 
federal government have announced an extension of the funding deadline to 
October 31, 2011 for qualifying short-term infrastructure stimulus projects to 


provide more time to complete projects. 


TABLE1. Selected Short-Term Infrastructure Stimulus Projects 


Central 
University of Ontario Institute of Technology — Automotive Centre of Excellence in Oshawa 
Bathurst Street Resurfacing in Vaughan 


Cumber land Branch Ratrofitim Ottawac pijaiateees aCe Say FOF RMON CUR ee 
New Community Centre in East Hawkesbury _ 
Replacing the McGraw Falls Bridge in Thunder Bay _ 

Upgrade of the Noélville Arena in French River 
Transit Building Upgrades in London 


Improvements to County Roads 23 and 27 in Essex 


In addition to short- and long-term infrastructure investments, other measures 
have included: 

* new or expanded skills training and literacy initiatives; 

* increased funding for summer jobs for youth; 

* support for key Ontario sectors, including the auto sector; 


* investments through the Green Energy and Green Economy Act, 2009 to help 


create opportunities in the green economy; and 


* fundamental reforms to taxation through Ontario’s Tax Plan for Jobs and Growth. 
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The Results: 


The province has recovered 91 per cent of total jobs lost between September 
2008 and the recessionary low for employment in May 2009. Eighty-four per cent 
of full-time jobs lost over the same period have been recovered. In 2010, 

net employment growth was 108,000 jobs. Hours of work have increased and 


workers are benefiting from improved labour-market conditions. 


CHART1. Rebound in Job Creation 
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91% of jobs 
regained 


64 
jun.08 Sep.08 Dec.08 Mar.09 Jun.09 Sep.09 Dec.09 Mar.10 Jun.10 Sep.10 Dec. 10 


Source; Statistics Canada. 


Over the next several weeks, Ontario and private-sector partners will be 
announcing new investments of over $1.3 billion, including nearly $175 million 


from the Province, creating more than 2,100 jobs and retaining nearly 7,800 jobs. 


Measures in Ontario’s Tax Plan for Jobs and Growth are also strengthening 
business investment and creating jobs. Investments by the private sector 
in building, machinery and equipment rose to $78.3 billion in 2010, 


a 7.4 per cent increase from 2009 levels. 
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Areas that were hit particularly hard by the recession are on the road to recovery. 


For example, according to the Conference Board of Canada, Windsor’s projected 
3.9 per cent growth in gross domestic product (GDP) for 2011 is expected to be 


the fastest among 27 Canadian cities. 


Although the recession technically ended in the second quarter of 2009, many 
Ontario families are still feeling its effects. The government is continuing to take 
concrete actions to help make Ontario businesses more competitive so they can 


create good jobs for Ontarians. 


As the economies of Ontario’s major trading partners, such as the United States 
and the European Union, continue to improve, traditionally strong manufacturing 
industries will gain momentum. The government is also helping to support new, 
innovative industries, such as clean energy and water technologies, which are 


creating new jobs in Ontario. 


In 2010, more than 1.8 million Ontarians worked in knowledge-based 
industries as defined by the Organisation for Economic Co-operation and 
Development (OECD), representing 28 per cent of total provincial employment. 
By comparison, employment in knowledge-based industries was 22 per 

cent in the rest of Canada and 25 per cent in the United States in the same 

year. Examples of important knowledge-based industries in Ontario include 
automotive manufacturing, digital media, aerospace, financial services and 


computer systems design. 


Infrastructure Investments 


Good public infrastructure, including schools, hospitals and roads, is a key 
foundation of a prosperous economy. Infrastructure investments can reduce 
business costs, lower travel times, improve public services and enhance Ontarians’ 


quality of life. 


Before 2003, Ontario’s infrastructure had been neglected for almost 30 years. 
Underinvestment, aging infrastructure and growth pressures led to a substantial 


infrastructure deficit. 
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CHART 2. Ontario is in an Era of Infrastructure Renewal Unseen 
Since the 1960s 


_ Average Annual Change in Per-Capita Public Infrastructure Stock ($) 
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The Plan: 


Public infrastructure investments create jobs and provide significant economic 
competitiveness benefits over the longer term. By the end of 2010-11, Ontario 
will have invested $62 billion in infrastructure since 2003. As part of the 
government’s two-year economic stimulus initiative, the Province invested 

$26 billion in 2009—10 and 2010-11. These investments have been timely and 


targeted, and have stimulated the province’s economy when it needed it the most. 


Building on these substantial investments, over the next three years the Province 
plans to invest more than $35 billion, including $12.8 billion in 2011-12. 


These investments are expected to create and preserve over 300,000 jobs. 
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CHART3. Strong Infrastructure Investment 


$ Billions . —r—OOT..L—U—C—<COCaC—.. 


The Results: 


The government’s infrastructure stimulus investments are helping to stimulate 
economic growth over the short and long terms. Completed projects have 
improved facilities across the province, from roads and bridges to arenas and 
libraries. Ontario and the federal government have announced an extension of the 


funding deadline to October 31, 2011 for qualifying short-term stimulus projects. 


For more information on Ontario’s infrastructure investments, visit 


www.ontario.ca/infrastructure. 
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: Ontario have: lifted the contribution of bone ela investment to Paice 
_ growth to 0. ao percentage ae a ae from 0. 16 eee oe uo 
_ the previous two decades.  ——r— 


1 Pedro Antunes, Kip Beckman anu Jacqueline parson, “The Keontinle inpert of Public _ : 
_ _ Infrastructure in ae . The Conference Board of Canada, March | 2010. _ 
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The Province has made large infrastructure investments in key sectors, including 
education, health, transportation and justice. To protect the progress Ontario 
has made, it is more important than ever to ensure all government programs and 


services are being delivered as efficiently and effectively as possible. 


* Improving Ontario’s Schools: Since September 2003, more than 
400 new schools have been built, creating 230,000 new spaces for elementary 
and secondary students. This includes the Dr. David Suzuki Public School, 
which uses innovative and energy-efficient technologies. Construction is 
currently planned or in progress for over 120 new schools. In addition, 
more than 18,000 school renewal projects have been completed, or are 


underway, through the Good Places to Learn initiative. 


Ontario is also investing in full-day kindergarten for four- and five-year-olds 
as part of the Province’s plan to build a well-educated workforce. To date, 
the Province has announced $420 million to help schools make room for 
full-day kindergarten. In September 2012, full-day kindergarten will be 


offered in close to 1,700 Ontario schools. 


* Modernizing Postsecondary Facilities: Through the Knowledge 
Infrastructure Program, the federal and Ontario governments are investing 
$1.5 billion towards 49 college and university stimulus projects. The projects 
include redevelopment of the Sault College campus, a new instructional 
centre and lab complex at the University of Toronto’s Mississauga campus, 

a new facility to house the School of Medicine at Queen’s University, 
and a new fire and emergency response training centre at Lambton 
College. These and other provincial stimulus investments will help create 


over 36,000 new postsecondary spaces. 
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- Strengthening Health Care: Construction is complete or in progress 
for more than 100 major hospital projects, including 18 new hospitals. 
Completed projects include the North Bay Regional Health Centre, 
London Health Sciences Centre (Phase 1), Ottawa Regional Cancer Centre, 
Sunnybrook Health Sciences Centre, Peterborough Regional Health Centre 
and Sault Area Hospital. Health capital investments have also included funding 
to expand community services, improve cancer radiation equipment and add 


almost 9,000 new long-term care beds. 


¢ Improving and Expanding Transit Service: Since 2003, the government 
has provided $10.8 billion to support public transit, compared to a total 
of $2.6 billion over the previous seven years. This increase has supported 
growth in GO Transit ridership of approximately 25 per cent since 2003, 
and 100 million more municipal transit trips, representing about 83 million 


car trips not taken on Ontario roads. 


* Improving Ontario’s Highways: Ontario’s highway investments have 
expanded or rehabilitated over 5,500 kilometres of highways across the 
province since 2003, a distance roughly equivalent to driving from Ottawa 


to Whitehorse. 


- Better Justice Facilities: Since 2003, the government has completed the 
following significant justice projects: the Durham Consolidated Courthouse 
(Oshawa), Roy McMurtry Youth Centre (Brampton) and a major renovation 
of the Renfrew County Consolidated Courthouse (Pembroke). In addition, 


five more large community safety and courthouse projects are in progress. 
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Supporting Municipalities: Since 2003, the Province has provided 
municipalities with over $12 billion in infrastructure funding. These 
investments have helped municipalities to modernize and expand their transit 
systems, repair and upgrade roads and bridges, and revitalize community 


infrastructure. The Province: 


* is providing approximately $1.7 billion through infrastructure stimulus 
programs for roads and bridges, water and wastewater, and other 


infrastructure; 


* has invested approximately $1.1 billion to help municipalities 
across Ontario improve their water, wastewater and stormwater 


infrastructure; and 


¢ has committed more than $1.6 billion in provincial gas tax funding to 
municipalities since 2004. Under Ontario’s Gas Tax Program, two cents 
per litre of provincial gas tax revenues are shared with municipalities to 


expand and improve their public transit systems. 
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Building Ontario’s Clean Energy Future 


The Green Energy and Green Economy Act, 2009 (GEA) is part of Ontario’s plan 
to become a leader in clean and sustainable technologies. The GEA is helping 
to boost both public and private investments in clean, renewable energy and 


conservation, securing long-term economic development and job creation 


in Ontario. 


More than 30 clean energy manufacturers have announced plans to set up or 
expand operations in Ontario since the GEA was proclaimed in September 
2009, creating new jobs in Ontario over the next two years. These plants will 
manufacture parts for the solar and wind industries, and be located in cities such 


as Toronto, Windsor, Burlington and Peterborough (see Chart 4). 


CHART4. Clean Energy Manufacturing Facilities 


Clean Energy 
Manufacturing Facilities 
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The Plan: 


Long-Term Energy Plan 


The government’s 20-year Long-Term Energy Plan will help guide the Province 
as it continues to build a clean, modern and reliable electricity system. Ontario is 


one of the few jurisdictions in North America with a 20-year energy plan. 
The Long-Term Energy Plan includes: 


* shutting down all coal-fired generation by 2014. The government has already 
shut down eight coal units and is fast-tracking the closure of two more coal 


units in 2011; 
* _ building the largest expansion in hydroelectric power in almost 40 years; 


* generating 13 per cent of Ontario’s energy needs from renewable forms 
of energy such as wind, solar and biogas by 2030 — currently about three 
per cent of Ontario’s energy needs come from these sources. Along with 
hydroelectric power, approximately 33 per cent of Ontario’s energy needs 
will come from clean, renewable sources by 2030, up from approximately 


22 per cent in 2010. 


* — securing clean and reliable nuclear power to provide half of Ontario’s 
power supply; 
* targeting 7,100 megawatts (MW) of conservation by 2030; and 


* moving forward with several priority transmission projects to enable new 


generation and ensure reliability. 


The Long-Term Energy Plan is available online at www.ontario.ca/energy. 
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Through the 2010 Ontario Economic Outlook and Fiscal Review, the government 


introduced the Ontario Clean Energy Benefit (OCEB) to provide direct relief 

to Ontarians who are feeling the effects of rising costs and electricity prices. 

For residential, farm and small business consumers, the OCEB provides a benefit 
equal to 10 per cent of the total cost of electricity on their bills including tax. 
The OCEB came into effect on January 1, 2011. 


The 10 per cent OCEB helps Ontario families through the transition to a cleaner 
electricity system. The OCEB will help residential, farm and small business 
consumers over the next five years as the grid is modernized and coal generation 
is eliminated. The Long-Term Energy Plan showed that, over the next 20 years, 
electricity prices are expected to increase by an average of about 3.5 per cent 
per year. In comparison, over the past 20 years, prices increased by an average of 


about 3.6 per cent per year. 


Aboriginal Participation in the Clean Energy Sector 


The Ontario government is committed to encouraging opportunity for Aboriginal 
participation in the energy sector. The $250 million Aboriginal Loan Guarantee 
Program announced in the 2009 Budget has so far received six applications for 
loan guarantee requests totalling close to $150 million. Conditional offers for 
loan guarantees have been issued for Moose Cree First Nation’s investment in 

the Lower Mattagami Project and M’Chigeeng First Nation’s investment in the 
Mother Earth Renewable Energy Project. 


The Lower Mattagami Project is Ontario’s largest northern hydroelectric- 
generating construction project in 40 years and will increase Ontario’s supply of 


clean, renewable power by about 440 MW. 


The Mother Earth Renewable Energy Project is a four-megawatt M’Chigeeng 
First Nation community-owned wind farm on M’Chigeeng First Nation’s land 
on Manitoulin Island. The project will generate an additional source of revenue 
for M’Chigeeng First Nation for 20 years and is expected to create jobs and 


opportunities for the community during the project’s construction and operation. 
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Water Strategy 
The Plan: 


In 2010, the government set a goal to make the province a North American 
leader in the development and sale of new technologies and services for water 


conservation and treatment. 


The Water Opportunities and Water Conservation Act, 2010 was passed in 

November 2010. It will encourage the creation and export of innovative 

clean water technologies, promote water conservation and attract economic 
opportunities in the province. The act enables the creation of the Water 
Technology Acceleration Project (WaterTAP), a technology hub bringing together 
industry, academia and government to develop the sector and promote it abroad. 
The act enables the government to set water-efficiency standards, encourage 
water efficiency across public agencies, and require water conservation plans for 


institutions in the broader public sector. 


Several programs supporting the initiatives under the act are under way or in 
development. For example, the third phase of the Ontario Small Waterworks 
Assistance Program, launched in 2010, will provide up to $50 million in capital 
assistance to help small municipalities improve water conservation and water and 
wastewater system efficiency. This was originally intended to be a $20 million 
program, but was expanded in August 2010 to provide more help to small 
communities. Funding announcements for the first intake will be made in the 


spring of 2011. 


In addition, funding of $30 million over three years will be provided 
for community demonstration programs and municipal water sustainability 


planning, and to support education and public awareness of water conservation. 
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The water strategy also encourages innovation and commercialization in the water 


sector. For example: 


¢ the Innovation Demonstration Fund Water Round, which focuses on the 
commercialization and demonstration of water technologies and assists 
water technology companies with the potential to be globally competitive in 


demonstrating their innovative technologies in Ontario; and 


¢ the Ontario Research Fund-Research Excellence program, which includes a 
focus on the development of water-related solutions, and recently concluded a 


competition for research projects in water and wastewater technologies. 
The Province will host the first Ontario Global Water Leadership Summit in 


May 2011, which will provide an opportunity to demonstrate Ontario’s leadership 


in advancing innovative solutions for global water challenges. 
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Financial Services Regulatory Reforms 


The Plan: 


The government has continued to modernize Ontario’s financial regulation to 
protect investors by strengthening requirements and adopting effective global 


practices to bolster the soundness and stability of financial markets. 


Ontario, the federal government and other interested provinces and territories 


continue to work together to establish a Canadian securities regulator. 


¢ Ontario has intervened in the reference of the proposed Canadian Securities 
Act to the Supreme Court of Canada to support Parliament’s jurisdiction to 


enact federal securities legislation. 


e. The government continues to work with the Canadian Securities Transition 
Office towards ensuring a smooth transition to the proposed Canadian 
Securities Regulatory Authority. The new regulator should be centred in 


Toronto, Canada’s financial capital. 


The Results: 


Securities 


« The government has enacted amendments to the Ontario Securities Act to 


update and ensure the effectiveness of Ontario’s securities law framework. 


¢ These amendments allow the Ontario Securities Commission (OSC) to 
develop and implement a robust framework for regulating over-the-counter 
derivatives. The OSC is working actively with securities and financial 
market regulators in Canada and internationally and the Canadian 
Securities Transition Office, and also consulting financial market 


participants, to develop the detailed rules contemplated by this legislation. 


¢ These amendments also give the OSC regulatory oversight of credit rating 
agencies and strengthen the oversight of alternative trading systems, 
which are securities marketplaces that perform some of the functions of 


an exchange. 
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¢ On January 1, 2011, more recent amendments to OSC rules came into 
force that require all conventional mutual funds to produce and make 
available a plain language “fund facts” disclosure document that provides 
investment information to help mutual fund investors. The government 
will propose Securities Act changes to support the next phase of this 
project, which should further assist investors and help reduce the burden 


on business. 


e The government is proposing Securities Act changes that would allow the OSC 


to conduct hearings on amore timely basis. 


A Sound Investment — Improving the Financial Literacy 
of Ontarians 


Ontario is taking an important first step in its plan to integrate financial literacy into 
the curriculum for Ontario’s children this September, as noted in the Working Group 
on Financial Literacy’s report, “A Sound Investment: Financial Literacy Education in 
Ontario Schools.” 


Working with the Ontario Securities Commission and the Investor Education Fund, 

_ the Province is developing new financial literacy resources for teachers to help 
students in Grades 4 to 12 learn basic financial skills so they can make more 
informed and effective decisions about how to manage money. 


Preparing students to be financially literate is essential to student success and a 
stronger economy. It is part of the Province’s Open Ontario plan to build a well- 
educated workforce and prepare Ontario for a more prosperous future. 


With these initiatives, Ontario is providing regulatory leadership, promoting fair 
and efficient capital markets, and enhancing investor protection. The amendments 
would continue the process of bringing Ontario’s legislation in line with Canada’s 
international commitments and the proposed framework contained in the 

federal government’s draft Canadian Securities Act. This would facilitate a seamless 


transition to the regulation of these vital markets at the national level. 
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Insurance 


The government is committed to modern insurance regulation that protects 
consumers, promotes a competitive Ontario insurance sector, reduces the 
regulatory burden on business and is harmonized with other Canadian 


jurisdictions. 


In September 2010, the government introduced auto insurance reforms under 
the Ontario Insurance Act to promote greater price stability for auto insurance 
consumers while also ensuring more premium dollars go towards treating accident 
victims. Ontario’s standard medical and rehabilitation benefits remain the 

most generous among Canadian jurisdictions with private marketplace systems. 


Since 2003, premium increases have been held to well below inflation. 


CHART5. Auto Insurance Costs Held Below Inflation Since 2003 
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The reforms also directly targeted abuse and fraud in the auto insurance system, 


which increase costs and lead to higher premiums. The government will build on 


these reforms by taking further immediate steps to reduce fraud. These include: 


working with the industry to use the newly established Health Claims for 
Auto Insurance (HCAI) database to detect potentially fraudulent activity. 
Use of the HCAI database by Ontario health care facilities or providers to 


transmit auto insurance claim forms to insurers was made mandatory on 


| February 1, 2011; 


introducing new rules to ensure that treatments are provided as invoiced; 


establishing an auto insurance anti-fraud taskforce to determine the 

scope of auto insurance fraud in Ontario and make recommendations 
regarding detection, investigation, enforcement and consumer education. 
The government is committed to fully investigating the problem of auto 
insurance fraud and will establish appropriate working groups of stakeholders 


to develop collaborative approaches and solutions; and 


requiring auto insurers to annually attest that their companies have established 


effective compliance controls to satisfy the rules that protect the rights of 


policyholders and accident victims. This would help ensure that benefits 
are being delivered efficiently and effectively, balancing fair treatment of 
accident victims with insurance coverage affordability for all nine million 


Ontario drivers. 


In addition, an amendment to the Ontario Insurance Act will be proposed to help 


municipal transit systems control fraudulent claims. Together, these auto insurance 


reforms represent a significant step in renewing major parts of the Ontario 


Insurance Act. 
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However, renewal of other important parts of the act is long overdue. Accordingly, 
to further promote consumer protection and harmonization with other Canadian 
jurisdictions, the government will initiate a review of the remaining major parts 
of the Ontario Insurance Act — such as life insurance and accident and sickness 
insurance — as well as other insurance-related legislation. In addition, regulatory 
effectiveness will be enhanced by considering additional enforcement tools for the 
regulator, such as administrative monetary penalties. This will be the first review 


of these major parts of the legislation since 1962. 
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Key Ontario Sectors 


Manufacturing 


Manufacturing in Ontario has many competitive advantages, including a highly 
educated workforce, modern infrastructure, proximity to the U.S. market and 


public health care. 


Ontario’s manufacturing sector was hard hit during the recent recession, 
yet remains a critical part of the province’s economy. The sector employs about 


816,000 workers, accounting for 12 per cent of total employment. 


The Plan: 


The government continues to take action to improve productivity, competitiveness 


and job creation in Ontario’s manufacturing sector. 


Fundamental reforms to business taxes, including the Harmonized Sales 
Tax (HST), reductions to Corporate Income ‘Tax (CIT) rates and elimination 
of the Capital Tax, are supporting increased business investment in Ontario. 


New capital investment will lead to higher productivity and new jobs. 


Direct strategic investments by the government are also helping the sector 
transition towards areas of future growth, including higher value-added 


production and the use of more advanced technologies. 


The Results: 


The sector has begun to recover from the recession. Since May 2009, almost 
45,000 manufacturing jobs have been created in Ontario. In spite of the strong 
Canadian dollar, monthly exports have risen by about 23.8 per cent since the 


depths of the recession in 2009. 
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Automotive Sector 


The auto sector is a key component of the Ontario economy. It includes major 
vehicle assemblers and more than 400 parts manufacturing plants. Ontario is the 
largest vehicle-assembly sub-national jurisdiction in North America. The sector 
supports hundreds of thousands of jobs and has one of the most productive 


workforces on the continent. 


Ontario’s auto sector is a major contributor to Canada’s economy. A recent report 
by Scotia Economics forecasts that increasing vehicle production would add about 
1.5 percentage points to Canada’s annualized economic growth rate in the first 


quarter of 2011. 


The Plan: 


The government is committed to working with the auto industry to ensure the 


future competitiveness of the sector. 


In 2009, Ontario made available emergency assistance of $4.8 billion to General 
Motors (GM) and Chrysler. This assistance was in addition to funds from the 


Canadian and US. federal governments. 
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The Results: 


Ontario vehicle production in 2010 increased by nearly 40 per cent from 2009 levels. 


The government is helping the many Ontario families and communities that rely 
on jobs in the auto sector through stabilizing major employers. General Motors 
and Chrysler increased production in Ontario by over 50 per cent between 2009 
and 2010. The government’s investment has also helped leverage new investments 


in Ontario. 
New GM investments in Ontario include: 


* $245 million to build six-speed, fuel-efficient transmissions starting in 2012 
at its St. Catharines plant. This is in addition to the $235 million that GM 
will invest in the plant to build small fuel-efficient engines. Together these 


investments will secure approximately 800 jobs; and 


* $96 million in its Ingersoll plant, recalling 230 workers and adding 70 new 
employees for a third shift. 


In April 2010, GM repaid the US$5.8 billion outstanding loan portion of its 
support from the U.S., Canadian and Ontario governments. Ontario’s portion was 


$499 million Cdn. 


Chrysler has retained its production footprint in Ontario, with vehicle-assembly 
plants in Brampton and Windsor. It is building its new Chrysler 300 and Dodge 
Charger models in Brampton and is expected to continue to build minivans in 
Windsor when the next model redesign is introduced in 2014. On August 12, 2010, 
Chrysler announced a $27 million investment in its Etobicoke parts casting plant, 


which will retain 280 jobs. 


“The launch of the all-new 2011 Chrysler 300 and Dodge Charger demonstrates 
how far this company has come in 18 months. The assistance of the governments 
of Canada and the Province of Ontario gave us the opportunity to create a future.” 


Sergio Marchionne, Chief Executive Officer, Chrysler Group. 
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Small and Medium-Sized Businesses 


Ontario’s small and medium-sized businesses contribute jobs, investment and 
innovation, and bolster entrepreneurship in the province. The government is 


committed to helping Ontario’s small and medium-sized businesses prosper. 


The Plan: 


The government is implementing various measures that include tax, regulatory and 


skill-enhancing initiatives to encourage the growth and success of small businesses. 


The Results: 


* On July 1, 2010, the government implemented a federally administered 
Harmonized Sales Tax (HST), which provides most businesses with input 
tax credits for the sales tax they pay on many of their business purchases and 
reduces compliance costs. Starting in October 2010, the government began 
providing small businesses with a total of $400 million in one-time transition 


support payments of up to $1,000 to help with the transition to the HST. 


* The government is providing tax relief for small businesses that will total 
more than $1 billion over three years, including cutting the small business 


CIT rate and eliminating the small business deduction surtax. 


* The Ontario Clean Energy Benefit, which took effect on January 1, 2011, 
is helping more than 400,000 small businesses, farms and other consumers 


with the transition to a cleaner, more reliable electricity system. 


* In 2007, the $540 million Business Education Tax (BET) reduction plan was 
introduced as a key element in the government’s overall strategy to promote 
investment and encourage economic growth. This initiative continues to 
address the property tax burden of Ontario businesses and significantly 


reduces the wide variation in BET rates. 


* Ontario is helping businesses invest in new technologies, equipment and skills 


training through the Eastern Ontario Development Fund. 


« The government supported innovative projects that generated over $1.1 billion 
in new investments by Ontario businesses through loan commitments of 


$160 million by the Advanced Manufacturing Investment Strategy. 
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Agriculture 


The agriculture sector is a mainstay of Ontario’s economy and provides inputs 
for Ontario’s important food manufacturing sector. Improving prices for many 
agricultural commodities are helping to stabilize farmers’ finances. Now, more 


than ever, the world needs a strong Ontario farm sector. 


The Plan: 


The government is implementing programs and investments to help improve 
competitiveness and innovation in the agriculture sector, and help support farmers 


through difficult times. 


The Results: 


Support for agriculture, including farm income stabilization programs, is helping 
farmers navigate through volatile prices and rising costs. Income stabilization 
programs totalled more than $1.9 billion over the 2003—04 to 2009—10 


fiscal years. 


The government has also been helping the sector with funds for research and 


programs to improve the labelling and marketing of Ontario-grown food. 


Since 2005, the Friends of the Greenbelt Foundation has provided grants 

and leveraged outside funding, resulting in over $76 million for the farming 
and environmental sectors. This has meant the building of sustainable food 
systems; improvements to environmental farm practices; the protection of 
essential ecological services and resources; and the encouragement of local 
tourism and healthy outdoor activities for all Ontarians. The government will 
invest $20 million in the Friends of the Greenbelt Foundation to enable it to 
leverage further investments and continue to promote agriculture, tourism and 


environmental integrity in Ontario’s Greenbelt. 
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Risk Management Programs 


The government recognizes that volatility in commodity markets can make it 
difficult for farmers to manage business risks. Risk management programs can 
help mitigate these difficulties by providing stable support for managing costs. 

In this Budget, the government is announcing that it will extend the current pilot 
Risk Management Program for grain and oilseed farmers. The government will 
also implement a new Risk Management Program for the cattle, hog, sheep and 
veal sectors, as well as a Self-Directed Risk Management Program for the edible 
horticulture sector. These risk management programs represent an innovative 
approach to supporting Ontario’s farmers — one that would provide bankability, 
stability and predictability while responding to market trends over the long term. 
The cost of these programs will be shared between the Ontario government 

and farmers. The federal government refused to participate in the previous 

Risk Management Program pilot, but Ontario challenges it to pay its traditional 
60 per cent share to help farmers in the province grow forward. Ontario strongly 
encourages the federal government to partner with the Province and farmers in 


these important programs. 
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Financial Services 


Financial services directly account for about nine per cent of Ontario’s gross 


domestic product and 360,000 jobs. 


Ontario’s successful and growing financial services sector has been recognized 

by the World Economic Forum as the home of the soundest banks in the world 
for the third consecutive year. Financial services, which employ thousands of 
Ontarians, enable economic growth by supporting access to capital for businesses 
and modern and efficient financial transactions. They also help manage savings and 


create wealth, allowing Ontarians to enjoy a higher quality of life. 


The Plan: 


The government is working with the financial services sector to stimulate future 


growth while also protecting the interests of consumers and investors. 


The government is partnering with leaders in the financial services industry 
through the Financial Services Leadership Council to improve the sector’s 
competitiveness and create thousands of high-paying jobs. This is part of the Open 
Ontario plan, which includes helping Toronto become one of the top 10 financial 
centres in the world. Toronto currently ranks twelfth based on the Global 


Financial Centres Index. 


The Ontario and federal governments are providing $10 million each for the 
Global Risk Institute in Financial Services, a non-profit entity consisting of 
industry leaders, regulators and members of the academic community. Announced 
in September 2010, the Institute will build on Toronto’s status as a premier 


financial services centre. 


The Results: 


Despite the global economic crisis, employment in financial services increased 
by 1.4 per cent between 2008 and 2010. By contrast, U.S. financial services 
employment fell by 5.4 per cent over the same period. 
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Information and Communications Technology 


The information and communications technology (ICT) sector is an important 
contributor to productivity growth and a source of good, high value-added jobs. 
Industries such as computer software and telecommunications are at the forefront 


of technological change and the shift to a knowledge-based economy. 


The Plan: 


The government continues to support the growth of Ontario’s ICT sector through 
investments in skills, education and modern infrastructure. The Province also 
provides research and development (R&D) and investment support through 


grants, tax credits and other funding programs. 


The Results: 


¢ ICT employment in Ontario grew to 337,000 jobs in 2010, an increase of 
2.9 per cent from 2009. 


* The Strategic Jobs and Investment Fund (SJIF) has made additional 
investments in the ICT sector through companies such as Ciena, Avaya and 
Huawei. The SJIF is also supporting Ontario’s burgeoning interactive digital 


media and gaming sector. 
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Tourism 


Since 2003, Ontario has been paving the way for a stronger, more competitive and 


internationally recognized tourism sector. 


Ontario’s tourism sector, the largest in Canada, continues to attract visitors from 
around the world despite the recent recession and the high Canadian dollar. 

In addition, Ontarians are also enjoying vacations right here in Ontario. Employment 
in this sector grew by four per cent in 2010. In addition to Ontario’s Tax Plan for 
Jobs and Growth, the government is taking important steps to help the tourism 


sector create more jobs and support the growth in international travel to Ontario. 


The Plan: 


The government will improve coordination in tourism marketing and 
development in Ontario by supporting Regional Tourism Organizations 

in the province’s 13 new tourism regions. It will also support tourism in 
Ontario by providing strategic policy and planning advice to industry and 
other levels of government, as well as enhance festivals and events throughout 


Ontario’s communities. 


The Results: 


¢ To help support coordination and marketing in Ontario’s 13 new tourism 
regions, the government is providing $40 million in ongoing annual funding, as 
well as transitional funding of $25 million in 2010-11 and 2011-12. Additional 
transitional funding of $18.75 million will be provided for 2012-13. 


* The government is providing an additional $6.5 million in ongoing funding, 
starting in 201 1—12, to support Ontario’s festivals and events through 
Celebrate Ontario, bringing total annual support to $20 million. 


*  Ontario’s tourism sector also benefits from Ontario’s Tax Plan for Jobs and 
Growth, through CIT rate reductions and the introduction of the HST. 
Under the HST, tourism businesses can claim input tax credits for HST 
paid in the course of their business activities. Eliminating the Retail Sales 
Tax system and replacing it with the HST also reduces paperwork costs for 


businesses, resulting in additional savings. 
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Northern Economy 


A strong, competitive northern economy is important to Ontario’s prosperity. 
Many communities in northern Ontario rely heavily on resource-based industries, 


which have been affected by recent fluctuations in commodity markets. 


The Plan: 


The Province is taking action to help create jobs and better position the northern 


economy for growth. 


The government is on track with its Open Ontario plan and other initiatives 

to enhance job creation and economic growth, and improve quality of life 

in northern Ontario. This includes the Growth Plan for Northern Ontario, 
released on March 4, 2011, which will guide decision-making and investment 
planning over the next 25 years. The Plan was developed with the participation 
of 1,400 northerners and aims to strengthen the economy of the North by 
diversifying the region’s traditional resource-based industries; stimulating new 
investment and entrepreneurship; providing northerners with a greater range of 
educational opportunities; and nurturing new and emerging sectors with high 


growth potential. 


The Results: 


Funding for the Northern Ontario Heritage Fund Corporation has increased 

by $10 million per year from $60 million in 2007—08 to $90 million in 2010-11. 
In this Budget, the government is continuing its commitment to northern Ontario 
by expanding the Northern Ontario Heritage Fund to $100 million in 2011-12 
to support vital community infrastructure and economic development projects 


that create jobs and enhance the quality of life in the North. 
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The implementation of initiatives announced in the 20/0 Budget is also helping to 
enhance job creation, economic growth and quality of life in northern Ontario. 


These include: 


¢ the Northern Industrial Electricity Rate Program, which provides electricity 
price rebates of two cents per kilowatt-hour to qualifying large northern 
industrials that commit to energy conservation and efficiency. The Industrial 
Conservation Initiative, which took effect on January 1, 2011, also helps 
industrials and manufacturers conserve energy, save on electricity costs and 


increase their competitiveness; 


¢ the Northern Ontario Energy Credit, which provides relief for the higher 
energy costs that northern residents face. About 250,000 families and single 


people, or over half of northerners, are eligible to claim the credit; and 


¢ new skills training programs being established through the Northern Training 
Partnership Fund, a three-year, $45 million program to help Aboriginal 
Peoples and northern Ontarians participate in and benefit from emerging 


economic development opportunities in the North. 
The Far North Act, 2010 was proclaimed on January 31, 2011. The act sets 


out a process for community-based land use planning that enables economic 


development while supporting the protection of at least half of the Far North. 
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Building a Better Tomorrow for Northern Ontario 


Reaction to the Growth Plan for Northern Ontario 


“lam very excited by what | have read in the Growth Plan for Northern Ontario. 
The Plan seems to reflect what northerners have been saying we need.” 


Sylvia Barnard, President, Cambrian College. 


“The Growth Plan provides direction and support that will assist in strengthening 
our communities to ensure that our citizens have opportunities for prosperity and 
quality of life for years to come.” 


Ron Nelson, Mayor of O’Connor Township and President of Northwestern Ontario 
Municipal Association. 


“By focusing on health sciences as a priority sector, the Growth Plan for Northern 
Ontario will not only improve patient care for northerners, but nurture new careers, 
medical breakthroughs and innovation.” 


Michael Power, Vice President, Thunder Bay Regional Health Sciences Centre. 


“State of the art information and communication technology will be crucial to the 
success of a region as vast as the North. The Growth Plan for Northern Ontario 
recognizes the paramount importance of investing in this 21% century infrastructure. 
ICT support combined with infrastructure support in satellite campuses will 
dramatically increase access to postsecondary education in remote communities.” 


Dr. Ron Common, President, Sault College. 
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Forestry 


Ontario’s forests make up two-thirds of the province’s total area. The forestry 
sector continues to adapt to changing market conditions and is positioning itself 


for future growth. 


The Plan: 


Government investment and reforms to the tenure and pricing system for Crown 
forest resources are helping the sector become more efficient and develop 


innovative new uses for wood fibre, such as bio-energy and bio-chemicals. 


The Results: 


Since 2005, including past and present programs, the government will have 
provided approximately $1 billion to support this important economic sector, 
leverage new capital and energy-efficiency investments, and help firms transition 


to the new bio-product and bio-energy economy. 


Following extensive public consultation, the government is proposing to reform 
Ontario’s system of tenure and pricing for Crown forest resources. This plan 
would allow for efficient and sustainable management of Crown forests, while 
increasing the system’s responsiveness to market forces. Developed collaboratively 
with industry, and with input from environmental groups, this plan would increase 
the availability of and access to Crown timber for new businesses and innovative 


products, and facilitate greater local and Aboriginal participation in the sector. 
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Mining and Opportunities in Ontario’s Ring of Fire 


Mining, a traditionally strong part of the Ontario economy, is benefiting from 
growing world demand for commodities and from tax relief provided through 


Ontario’s Tax Plan for Jobs and Growth. 


The Plan: 


The government is supporting the development of new mineral deposits in 
the North and Far North, including helping to advance promising mining 
opportunities in the Ring of Fire, an area of the Far North with potentially large 


deposits of minerals such as chromite, nickel, copper and platinum. 
“The natural resources sector — and the industries that support it — provide the 


strongest potential for Northern Canada’s future economic development.” 


“Northern Ontario holds the promising ‘Ring of Fire’ deposit; this deposit has 
chromite diamonds, in addition to base metals and precious metals. A single hole 
drilled in 2007 set off a staking rush to the area.” 


The Conference Board of Canada, “Mapping the Economic Potential of Canada’s 
North,” December 2010. 
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The Results: 


A Ring of Fire Coordinator was appointed in September 2010 to work with 
stakeholders to help facilitate sustainable development of this economic 


development opportunity. 


The government is consulting with stakeholders in developing regulations under 
the Mining Amendment Act, 2009 to help promote balanced development to benefit 
all Ontarians. Starting in 2009, the government is providing $40 million for 


initiatives to support Mining Act modernization. 


Ontario has also supported the development of a diamond mining industry with 
the opening of the province’s first-ever diamond mine located near Attawapiskat 


in Ontario’s Far North. 


Mining employment increased by about 5,200 jobs, or 20 per cent, between 
2009 and 2010. The Ontario mining sector plans to invest a record $3.4 billion 
Wiel Ot 1. 


Exploration expenditures are forecast to reach $939 million in 2011, a new 
record for Ontario. There are more than 600 properties being explored by over 


300 companies across the province. 


39 


2011 Ontario Budget 


Building Knowledge and Skills 


Ontario has long recognized the importance of a well-educated workforce that can 
compete in the global economy and attract international investment. Ontarians 
with higher levels of knowledge and skills have better employment prospects, 

earn higher wages, are engaged citizens, contribute more in taxes and are less 
dependent on government supports during their working lives. That is why 
education, ranging from full-day kindergarten to postsecondary, remains a top 


priority for the Ontario government. 


Postsecondary Education and Training 


The Plan: 


The 2011 Budget is announcing over $64 million in 2011-12, growing to 

$309 million in 2013-14, in additional operating grants to colleges and 
universities. This will support over 60,000 additional students by 2015-16. 

With this funding, the government’s strong record of fully funding postsecondary 


enrolment growth will continue. 


This Budget also announces continued funding for two important programs that 
support training opportunities and provide work experience to help Ontarians 


improve their knowledge and skills: 


* an additional $44 million over three years for literacy and basic skills 
programs to ensure that services are available for those who need them 


most; and 


*», anvadditional $22/5, million inoll—i? — bringing total funding to nearly 
$100 million — for the Summer Jobs Strategy, including targeted resources 
for youth in high-needs neighbourhoods, to help over 100,000 students 


access jobs and services this summer. 
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As well, the Budget will provide an additional $50 million over 10 years to the 
Perimeter Institute, which has quickly helped establish Ontario as a leading 
global centre of theoretical physics, attracting Professor Stephen Hawking as a 
Distinguished Research Chair. 


The government will also engage with colleges and universities to create 
new multi-year accountability agreements that ensure sustainable growth, 
while articulating plans to improve quality and student achievement in the 


postsecondary sector. 
Through the Open Ontario plan, the government will: 


* raise Ontario’s postsecondary attainment rate to 70 per cent; 

* ensure a college or university space is available for every qualified student; 

* increase quality and modernize the delivery of postsecondary education; 

¢ further improve transition rates from high school to postsecondary education; 


* improve access to postsecondary education through a new credit transfer 


system; 


* create the Ontario Online Institute, bringing the best professors from 
Ontario’s postsecondary institutions into the homes of those who want to 


pursue higher learning; and 


e increase international enrolment by 50 per cent while maintaining spaces for 


Ontario students. 
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The Results: 
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In 2010, 64 per cent of adults in Ontario had a postsecondary credential, up 
from 56 per cent in 2002 and higher than in any OECD country. 


About 200,000 additional students, including 60,000 more apprentices, are 
learning than in 2002—03. 


Joint federal and provincial stimulus funding of $1.5 billion for 49 projects 
through the Knowledge Infrastructure Program (KIP). Stimulus investments 


in Ontario will help create over 36,000 new postsecondary spaces. 


Starting this September, students will find it easier to transfer credits from 


previous learning. 


International enrolment increased by 19 per cent in 2010-11 to 
45,000 students. Each international student contributes an estimated 
$27,000 per year to Ontario’s economy and adds diversity to Ontario 


Campuses. 
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CHART7. Postsecondary Education Attainment Rate, 2008 
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A Smarter Ontario: Excellence in Education 


The Plan: 


In the 2011 Budget, the government continues to support three core educational 
priorities — attaining higher levels of student achievement, closing gaps in student 
achievement and increasing confidence in publicly funded education. This support 


builds on the substantial educational success since 2003. 


Research evidence on the economic benefits of public spending on quality early 
childhood education programs reinforces the importance of investments in 
education, as noted in the report “With Our Best Future in Mind,” by the special 


advisor on early learning, Dr. Charles Pascal. 


The places with the strongest schools and the best learners today will have the 


most competitive economies tomorrow. 


Ontario’s school system was cited as a leader by management consulting firm 
McKinsey & Company, in its report entitled “How the World’s Most Improved 
School Systems Keep Getting Better.”’ The report looked at 20 school systems 
from around the globe and identified Ontario as being “among the world’s highest 


performing school systems,” demonstrating sustained improvement. 


Education-sector spending is projected to rise to $23.2 billion in 2011-12, 

a $1.0 billion or 4.6 per cent increase over the previous year. By the 2011—12 
school year, annual investment in schools will have increased by over $6.6 billion 
since 2002—03. Per-pupil Grants for Student Needs funding to school boards will 
have risen by $4,006 since 2002—03, an increase of 56 per cent. 


‘Mona Mourshed, Chinezi Chijioke and Michael Barber, “How the World’s Most Improved 
School Systems Keep Getting Better,” McKinsey & Company, 2010. 
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Full-Day Kindergarten 


Full-day kindergarten is a key step in the government’s plan to help Ontario’s 
children get the best possible start. A full day of learning early in life makes the 
transition to Grade | easier for both parents and children. As well, students who 
achieve early success in school are more likely to perform well later in school and 


go on to postsecondary education. 


An economic impact study by the Centre for Spatial Economics found that 
Ontario will have both short- and long-term economic benefits, including job 


creation, as full-day kindergarten becomes available in Ontario schools. 


In October 2009, Premier McGuinty announced that Ontario would move 
forward with full-day kindergarten for four- and five-year-olds as part of the 
Province’s plan to build a well-educated workforce. The government is investing 


$200 million in 2010—11 and $300 million in 2011—12 in full-day kindergarten. 


The Results: 


This school year, full-day kindergarten is available in nearly 600 schools for up 

to 35,000 kindergarten students in Ontario. Where there is sufficient demand, 
there will also be onsite before- and after-school programs. In September 2011, 
200 more schools will be added and in September 2012, about 900 more schools 
will be offering full-day kindergarten, bringing the total number of schools 
offering the program to close to 1,700 and benefiting about 120,000 children. 
Full-day kindergarten will be available in all elementary schools in September 


2014. At full implementation, the program will benefit about 247,000 children. 
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Child care programs will be affected as four- and five-year-olds move into 


full-day kindergarten. That is why the government is providing funding to help 
stabilize child care centres. The funding is being phased in along with full-day 
kindergarten, growing to $51 million annually at full implementation. As well, 

$12 million is being provided over five years to help non-profit child care centres 
make retrofits and renovations to serve younger children. The government 
continues to work closely with municipalities to maintain stable child care services 


for families. 


In 2010-11, Ontario stepped in with an investment of $63.5 million a year 
to permanently fill the gap left by the federal government when it terminated 
federal funding under the Early Learning and Child Care Agreement. 

Ontario’s investment is preserving approximately 8,500 child care spaces and 


1,000 child care jobs. 


The government is proposing amendments to the Education Act that would give 
school boards the option of making arrangements with qualified third-party 
providers to offer before- and after-school programs on school sites as part of the 
full-day kindergarten program. In addition, amendments would be proposed with 


respect to: 


° regulation-making authority relating to extended-day program fees and 


school board trustee codes of conduct; 
¢ delegation by principals under Part XIII of the Act; and 


e the persons who must report to principals about student activities that may 


lead to suspension or expulsion. 


See Section C of this chapter for more information on education and training. 
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Protecting the Public Health Care Sector 


The McGuinty government has rebuilt a strong, universal health care system that 
delivers quality, evidence-based care and puts patients first. More Ontarians have 


access to doctors and nurses and Ontario has the shortest wait times in Canada. 


Rising health care costs present a challenge to managing growth in health care 
spending without crowding out other priority investments. That is why the 
government is committed to ensuring every health care dollar is used to provide 


care of the highest quality and value while protecting the progress achieved. 


In this Budget, the government is making the following key investments in the 


health sector: 


Investing an additional $15 million over the next three years to provide 
about 90,000 more breast cancer screening exams. This would expand the 
Ontario Breast Screening Program to reach women between the ages of 30 
and 49 who are at high risk for breast cancer due to genetic factors, medical 
or family history, and support additional exams for women aged 50 to 69 


who are currently covered under the program; 
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increasing government funding to the community services sector, including 
long-term care homes, by approximately three per cent annually. This 
investment will improve community-based support and help manage acute 


care costs by freeing up hospital beds and unclogging emergency rooms; 


investing in a comprehensive Mental Health and Addictions Strategy, starting 
with children and youth. By 2013-14, funding to support the strategy will 
grow to $93 million per year; 


investing $100 million annually to enhance the pharmacy services and 
support available to Ontarians who receive drug coverage through the Ontario 
Drug Benefit Program, primarily seniors and social assistance recipients. 
This investment begins in April 2011 and builds on the successful MedsCheck 
program. The government will fund and support pharmacies offering a range 


of services including: 
* prescription followup consultations; 
* medication assessment for patients with chronic diseases; 


¢ training on how to operate home diagnostic devices such as glucose 


monitors and blood pressure monitoring kits; and 


increasing hospitals’ overall base funding by 1.5 per cent to meet their 


service requirements. 


Going forward, the government has a plan to continue to manage cost pressures 


while delivering on its commitments. See Section C of this chapter for more 


information on managing health care costs. 
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Hospital Working Capital 


The government made a commitment in the 20/0 Budget to strike a working 
committee to examine the hospital working capital issue and apply appropriate 


remedies for hospitals struggling the most with inherited debt. 


The Ministry of Health and Long-Term Care and Ministry of Finance have worked 
with sector partners and will put in place $600 million to $800 million in 
additional cash flow over the next three years to assist with working capital 
problems at the most seriously impacted hospitals. This funding, along with 
specific undertakings by those hospitals receiving funding, will provide the 
required financial stability in a manner that will not increase the government’s 
total deficit. Strengthened accountability frameworks will also be introduced 

for all hospitals to help ensure that they keep on the right track. Addressing the 
working capital issue will help protect the improvements in hospital service 
delivery achieved by the government since 2003. It will also allow hospitals 


to focus on supporting quality front-line care instead of managing their 


inherited debt. 
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Helping Ontario Families 


The government is taking important steps to improve the quality of life for all 
Ontarians, particularly the most vulnerable. Between 2010-11 and 2013-14, 
provincial investments in the children’s and social services sector will grow by an 


annual average of3.2ipencent. 


¢ The Province is working with the federal government on a new 
affordable housing initiative that would extend federal and provincial 
funding. The program will help build and renovate affordable housing, 
improve housing affordability, and foster safe, independent living for 


low-income families. 


¢ The government is taking steps to transform the social assistance, 
developmental services and child welfare systems in a way that improves 


outcomes and enhances accountability and financial sustainability. 


¢ The government is proposing to increase the basic adult allowance and 
maximum shelter allowance by another one per cent for people on the 
Ontario Disability Support Program and Ontario Works in the fall of this year. 
This initiative would also benefit families receiving Temporary Care Assistance 
and Assistance for Children with Severe Disabilities, as well as people living 
in long-term care homes who receive the Comfort Allowance. This initiative 
would provide about $58 million annually in additional benefits to families 


and individuals receiving social assistance. 


¢ The government is also proposing to provide $66 million over three years, 
starting in 2011-12, to continue helping children and youth with complex 
special needs and their families by making services more accessible, better 
coordinated and more responsive. This support will be complemented by the 


implementation ofa comprehensive Mental Health and Addictions Strategy. 
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Section B: Managing Responsibly 


Highlights 
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The 2010—11 deficit is projected to be $3 billion lower than forecast in the 
2010 Budget. 


This is the second consecutive year that total expense is expected to come in 


lower than forecast in the Budget. 


This Budget builds on the government’s record of success in finding savings. 
Initiatives announced in this Budget and since December 2010 would help 
realize savings of nearly $1.5 billion across government over the next three 


fiscal years. 


The government will determine whether the current ServiceOntario delivery 


model delivers the best value and service to Ontarians. 


The government will instruct its major agencies to deliver efficiencies of 


$200 million by 2013-14. 


Funding for executive offices of specific transfer payment recipients will be 
reduced permanently by 10 per cent over two years. This policy will also be 


ut in place for major government agencies. 
P P Jor g g 


The size of the Ontario Public Service (OPS) will be reduced by an additional 
1,500 positions between April 2012 and March 2014. This is in addition 

to the five per cent reduction in the size of the OPS announced in the 

2009 Budget. 


In the shorter term, the government will seek opportunities to consolidate a 
number of functions and organizations to reduce costs and improve services 


in areas such as prisons and children’s aid societies. 


To provide advice on reforms that would help accelerate its plan to eliminate 
the deficit while protecting education and health care, the government will 


establish a Commission on Broader Public Sector Reform. 
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Introduction 


The McGuinty government has a proven track record of prudent fiscal 
management. It eliminated the $5.5 billion deficit it inherited and delivered three 
balanced budgets. Then the recession hit. 


The government chose to lessen the recession’s impact on Ontarians and to 
S P 


protect education and health care. As a result, the Province now has a deficit. 


Returning to a balanced budget requires significantly reduced growth in 
program expense. To help achieve this goal while sustaining economic growth 
and protecting education and health care will require accelerating fundamental 


reforms to the way government does business. 


Other approaches, such as arbitrary, across-the-board reductions, would require 
deep cuts to education and health care, which would hurt Ontario families and 


could cost more in the long run. 


Ontario’s Tax Plan for Jobs and Growth, which includes tax cuts for people 
and business, is helping Ontario become more competitive within Canada and 


internationally ide leading to investment and jobs. 


New major tax cuts would either delay Ontario’s deficit reduction plan or 


jeopardize gains in education and health care. 
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For example, as indicated in Table 16 of Chapter II, every one percentage point of 
Harmonized Sales Tax (HST) raises approximately $3 billion of provincial revenue 
each year. Should an HST rate reduction of this magnitude be undertaken, 
expense would need to be cut by the same amount to meet existing fiscal targets. 


Choosing a $3 billion tax reduction over protecting vital public services would be 
equivalent to: 

* — laying off about 33,000 teachers; 

¢ reducing the number of physicians by approximately 12,000; 

¢ eliminating funding for over 37,000 nursing positions; 

. cutting funding for over 62,000 out of 77,800 beds in long-term care homes; or 


s eliminating financial assistance provided through Ontario Works. 
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The government will take further action to manage expenses, increase productivity 


and improve service delivery by: 


s identifying nearly $1.5 billion in planned savings across government over the 
next three fiscal years through initiatives announced in this Budget and since 
December 2010; 


‘ determining whether the current ServiceOntario delivery model delivers the 


best value and service to Ontarians; 
* — instructing major agencies to deliver efficiencies of $200 million by 2013-14; 


* permanently reducing funding for executive offices of specific transfer 
payment recipients by 10 per cent over two years. This policy will also be put 


in place for major government agencies; 

* reducing the size of the OPS by an additional 1,500 positions between 
April 2012 and March 2014. This is in addition to the five per cent reduction 
in the size of the OPS announced in the 2009 Budget; 


¢ closing underutilized prisons in Owen Sound, Walkerton and Sarnia, and 


partial closure of Toronto West Detention Centre; and 


* cancelling the construction of the Toronto West Courthouse, resulting in 


appropriation savings of $181 million over the next three years. 
Investments in education, health care and economic growth are more affordable 


because of the steps taken to find efficiencies and obtain better value for money 


across government. 
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Delivering Better Value for Money 


Since 2003, the government has modernized the delivery of public services, 
created administrative efficiencies, and improved accountability and transparency 


to achieve better value for money. 


¢ Inthe 2004 Budget, the government committed to achieving a savings target 
of $750 million by 2007—08. In the 2007 Budget, the government reported 


savings of $806 million — exceeding its original target. 


¢ In the last five months of 2008—09, new expenditure management initiatives 


saved an additional $111 million. 
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TABLE 2. Highlights of Ontario's Expenditure Management 
Achievements 


($ Millions) 


Description Results 


COLLET ee EEL ELE MEE MELLEL LEM LALLA LEL ELE ERE EEE 


Program Review Announced in 2004 Budget 


Supply Chain and Transaction Services — More streamlined purchasing process, vendor rebates and 200 
__hew vendors of record AW ply gh ea eee 
Information and Information Technology — — Consolidation of desktop management, rationalization 100 


of common services and applications across the Ontario Public Service, and reduced long-distance 
telephone costs 


Accommodation Savings Review — Reduced accommodation costs by better alignment with needs 30 
_and retrofitted government buildings to use less energy _ 


Revenue Savings — Improved collection of the government’ S ; accounts receivable and 1 more efficient 3] 
management of government revenues 


~ Salary; and Wage Pressures Absorbed — Ministries have realized sufficient savings from program 366 
_ review to absorb costs _ Beton t olenoety 
oe) _Ministry Efficiencies: Absorbing Inflationary Costs — Such as increased fuel and electricity 18 
Central paency Review/Integration — Integration of central agencies and streamlined 1d 
Reported Savings i in 2007 Budget 806 


 CCLSELDELELAL LLL UL LE UAL ELLIS AAAI NULLS SUSE LAAT L DSL BUL PULTE T ALESSANDRIA LULA EL TUS STULL SELON OLR R ES LEDER OLEATE EUS LLB EE DEPT U STAAL ESET ULES EED EEL DEA AULD EDEN BESET TLL OD BSELS TU LSUE EDT EE LET DEU LEED ESET SLE EERSTE LEIS TESE DESERTED ELEM DE ITD EE EDAD SLED T ib 


New Expenditure Management Initiatives Implemented in 


2008 Ontario Economic Outlook and Fiscal Review — 
Including reduced travel and consulting costs, freezing government vehicle purchases, freezing the 
government's real estate footprint and leasehold improvements, and green office savings 


: Rep orted Savings i in 2009 Budget = in 


RGROTIOO Say ineS 10 ce ee oer (LLU ILRI IISA AS a SR ie 
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As a share of the economy, the Ontario government’s program spending 
in the 2010-11 fiscal year was the third lowest among Canadian provinces. 


In 2008-09, Ontario’s spending per capita on general government services, 
including administration, was $134 per person. This is the second lowest among 
the provinces and 28 per cent below the $186 average per person spent across all 
provincial governments. 


CHARTS. Government Spending* Per Capita, 2008-09 


$500 
$400 
$300 $186 Average Across All Provincial Governments 


$200 


$100 


*Consolidated provincial and territorial government spending on general government services. 
Sources. Statistics Canada and Ontario Ministry of Finance. 
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The government’s realistic and responsible plan to balance the budget is working. 


Savings initiatives include: 


* extending the freeze on pay for Members of Provincial Parliament (MPPs) 


from one to three years; 


* freezing the compensation structures of non-bargaining political and 
legislative staff, as well as all non-bargaining employees in the broader public 
sector (BPS) and OPS for two years. The fiscal plan provides no funding 
for incremental compensation increases for the first two years of any future 
collective agreements. As a result of the government’s approach, provincial 
public-sector settlement trends have fallen since the 2010 Budget to below the 


averages in both the private sector and municipal public sector; 


¢ slowing the pace and reducing the scope of some capital projects in the 
2010 Budget, expected to result in more than $5 billion in appropriation 


savings and reduced borrowing over five years; 


* transferring responsibility for the collection of sales and corporate taxes to 
the federal government. The federal administration of the Harmonized Sales 
Tax (HST) will save the Province approximately $100 million annually in 
compensation and overhead by 2014-15. The transfer of Ontario corporate 
income tax collection to the federal government will result in $50 million 
in annual administrative cost savings to the Province. This also provides 
businesses with annual compliance cost savings of over $500 million from 
a single HST administration and more than $135 million from a single 


corporate tax administration; and 


* continuing a comprehensive review of all government programs and services, 
with over $260 million in potential savings identified in the 20/0 Ontario 


Economic Outlook and Fiscal Review. 


In addition, consulting expenses have been reduced by 50 per cent since 


2002-03. 
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In 2010-11, the projected deficit is $3 billion lower than forecast in the 


2010 Budget. This is the second consecutive year that total expense is expected 


to come in lower than forecast. 


Recently Announced Measures 


In December 2010, the Minister of Finance announced additional measures to 


reduce waste, eliminate duplication, strengthen oversight and find more savings. 


Measures announced since then include: 


exceeding the five per cent target for the reduction of the number of classified 
agencies. A number of agencies that have overlapping functions or whose 
functions could either cease to exist or be performed more efficiently by 


other means would be eliminated or merged; 


the proposed merger of Infrastructure Ontario (IO) and Ontario 
Realty Corporation (ORC) would save an estimated $5 million annually; 


legislation is being introduced to eliminate unnecessary perks in the BPS; 


the Province will discontinue both the Premier’s Discovery and Catalyst 


Awards, saving close to $2.5 million annually; 


over the next two years, the Province is saving $15.6 million by reducing 
paper and office equipment — eliminating more than 15,000 printers and 
computer servers, saving $8 million; cutting paper usage by 50 per cent, 
saving $7 million; and centralizing and reducing the number of office fax 


machines, saving $640,000; 


better use of technology and tighter rules have reduced the need for 
government employees to travel, saving $30 million and 22,500 hours of 


travel time last year, and another $10 million this year; and 


the government is making online services more efficient by reducing the 
number of websites while improving online access. The government 
reviewed more than 200 websites and will eliminate or merge over 65 sites 


by March 2012, saving $1.3 million over the next two years. 
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Classified Agency Review 


The McGuinty government recently announced plans to close or merge 
14 classified government agencies. These planned closures and mergers 
will surpass the government’s original target of a five per cent reduction 
in the overall number of classified agencies. Classified agencies with 
overlapping functions or whose functions could either cease to exist 

or be performed more efficiently by other means will be proposed to 

be eliminated. 


The proposed merger of Infrastructure Ontario (10) and the Ontario Realty 
Corporation (ORC) into one agency would save an estimated $5 million 
annually. In addition, the corresponding transfer of the assets resulting 
from the merger of Stadium Corporation of Ontario Limited with the 

new IO/ORC entity would result in $4.2 million in one-time savings being 
put towards the Province’s debt. The new entity would also be charged 
with disposing of the real estate assets currently owned by the Stadium 
Corporation, with a view to maximizing the return to taxpayers. 


To effect this merger, the government will propose legislation to 
amalgamate IO, ORC and the Stadium Corporation of Ontario Limited into 
a new Ontario Infrastructure and Lands Corporation. New legislation and 
complementary legislative amendments would clarify the responsibilities 
of the Minister of Energy, Minister of Government Services and Minister 
of Infrastructure. Consequential amendments would also be made to a 
number of other statutes and regulations. 
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New Measures 


$1.5 Billion in Additional Savings Planned Over Three Years 


This Budget builds on the government’s record of success in finding savings. 
Initiatives announced in this Budget and since December 2010 would help 
realize savings of nearly $1.5 billion across government over the next three fiscal 
years. These savings are planned in three key areas: operational efficiencies and 
consolidation; streamlining programs; and further efficiencies in the health 


care system. 
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TABLE 3. Ontario's Savings Strategies, 2011-12 to 2013-14 


($ Millions) 
Ministry BS OCSENMUON A She ie a ee SAVINGS 
octal re ae Geisha esol icacuscedcssichwaentiaee Rechts Sat 
_Across Government Direct operating expense savings 
Across Government Enterprise-wide Information and Information Technology 36 
__ savings 
Across Government Capital project savings 14 
Major Agencies Agency efficiencies 200 
Infrastructure Agency Consolidation Merging Infrastructure Ontario (10) and the Ontario Realty 10 
Corporation (ORC) 
Community Safety & Correctional Services Prison. modernization  =—=—-—_—'§s< $= Ree 
Children and Youth Services Consolidation of children’s aid societies 7 
Streamlined Programs 
“Research and Innovation ~ Streamlining research talent and business support programs 76 
a Attorney Genbral') St) 5) sii Soi) - eIMice Sciences a0 Nasik) ses 
Efficiencies i in the Health Care System 
~ Community and Sc Social [Services os Savings in th the Ontario Drug Benefit t program resulting from 249. 
Beant ROTser AC CLV se enc TY. as existing drug system reforms 
~~ Health and Long-Term Care Expansion of bariatric surgeries, reducing the need to fund 21 
treatments provided out of country 
Health and Long-Term Care Proposed changes to improve alignment of funding for out- 86 
of-country services with services delivered in Ontario 
Health and Long-Term Care Evidence-based management of health care spending and 455 
cf urther savings from prescription drugs 
‘Total Savings | 1,463 


Note: Numbers may not add due to rounding. 
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ServiceOntario — Putting Ontario’s Families and 
Businesses First 


ServiceOntario is a one-stop delivery network that provides Ontarians with 

fast, easy access to government information and services including registrations, 
certifications and licensing. Services can be accessed online, in person, at kiosks 
and by phone. ServiceOntario relies on a public/private service delivery model, 


with approximately two-thirds of delivery through private-sector partners. 


Ontarians expect fast, friendly and easy access to government services and 


information. Key ServiceOntario accomplishments since its creation in 


2006 include: 


* introduction of money-back guarantees for online birth, marriage and death 
certificates, with a success rate of 99.8 per cent last year. ServiceOntario is 


also expanding its ability to offer guarantees on other government products; 
¢ fully electronic land registration services and searches; 


¢ introduction of a federal—provincial single business number and integration of 


federal corporations filings with provincial returns; 


¢ launch of an Integrated Business Info Line Contact Centre together with 


Industry Canada; 


* integrated centres for the renewal of health card and driver’s licence services, 


and extended health card services to rural and remote communities; and 


* introduction of online publication orders with a money-back 


service guarantee. 
ServiceOntario has increased overall customer satisfaction from 75 per cent in 


2008 to 92 per cent in 2010. Ontario is now a North American leader in offering 


service guarantees for basic transactions. 
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The Province is dedicated to moving forward to ensure that ServiceOntario 


remains a leader when it comes to government service delivery and that it has 
the tools to stay ahead. There is significant opportunity for new investment and 
expansion into new ways of doing business, which will require attracting new 


sources of investment. 


To build on the accomplishments of ServiceOntario and achieve even greater 


service and value, the Province will: 


* explore alternative service delivery models, including leveraging private-sector 


investments through a competition; and 


‘Kexphore opportunities to expand ServiceOntario’s one-stop delivery network 
to other lines of business, including delivering services on behalf of other 


governments through partnerships. 


Ontario does not assume that the status quo is the best and only option. 
The current model for ServiceOntario as a government model of service delivery 


will be tested against the private sector. 


As part of this process, the government will utilize Infrastructure Ontario’s 
public- and private-sector expertise in expanding and renewing public assets, 


and build on the lessons of successful partnerships to date. 


In the coming months, the government will engage its partners in other levels 
of government and the private sector about future opportunities for additional 
service delivery and partnerships. The results will be tabled with the Minister of 


Government Services in time for consideration as part of the 20/2 Budget. 
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Since 2006, ServiceOntario has introduced money-back service guarantees 

for selected online services such as birth, marriage and death certificates and 
government publication orders. In order to enable ServiceOntario to continue 

to extend service guarantees to select online services, the government proposes 
to amend the Ministry of Government Services Act. The proposed amendment would 
allow ServiceOntario to provide guarantees for services provided to the public on 


behalf of other government ministries. 


Agency Efficiencies 


Major agencies such as the Liquor Control Board of Ontario and the Ontario 
Lottery and Gaming Corporation return dividends to the Province that help 
protect health care and education. The government and all Ontarians expect 
the operations of these major agencies to be as efficient as possible to maximize 
returns. Accordingly, the government will instruct its major agencies to deliver 
efficiencies of $200 million by 2013-14. 
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Executive Office Reduction 


About three-quarters of the Province’s budget is transfer payments. Some of 
the largest transfers go to hospitals, school boards, universities and colleges in 
the BPS. 


Reducing the growth of executive office costs across the public sector is a prudent 


measure to ensure that Ontarians are receiving maximum value. 


The government will permanently reduce funding for executive offices of specific 
transfer payment recipients by 10 per cent over two years. This policy will also be 


put in place for major government agencies. 


Further Reducing the Size of the Ontario Public Service 


In the 2009 Budget, the government committed to reducing the size of the OPS 

by five per cent, or approximately 3,400 full-time employees, over a three-year 
period by March 31, 2012, through attrition and other measures. The government 
is on track to meet this target. The size of the OPS will be reduced by an 
additional 1,500 positions between April 2012 and March 2014. 


Toronto West Courthouse 


To help manage the pace of infrastructure spending, the government is cancelling 
construction of the Toronto West Courthouse, which was scheduled to start 
construction in 2012. This will result in appropriation savings of $181 million 


over the next three years. 
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Reforming Public Service Delivery 


Eliminating the deficit while protecting education and health care will require 
fundamental reforms to the way government does business. Government must 
enhance efficiency, improve systems, provide different incentives, find new sources 


of value and pursue innovation. 


Reform is about achieving better value for money through improved efficiencies 
and greater productivity. It is about protecting high service levels while putting 


government finances on a sustainable path. 


Existing assumptions and traditional models must be revisited and subjected to 
scrutiny and new approaches. Just because a government department is delivering 
a program or service today does not mean it should deliver that program or 


service in the future. 


The government will focus on outcomes and results as opposed to how programs 


and services are delivered. 


“Governments should apply a ‘transformative lens’ to the choices they face, 
choosing those investments that are likely to transform the way government works 
so as to ensure fiscal sustainability over the medium- and long-term.” 


Matthew Mendelsohn et al., “Shifting Gears: Paths to Fiscal Sustainability in 
Canada,” Mowat Centre for Policy Innovation and School of Public Policy and 
Governance, 2010. 


This approach is different from across-the-board program cuts, which would 
reverse the significant gains in education and health care achieved over the 

past several years and undermine the foundations of the Province’s long-term 
economic prosperity. Experiences in Canada and around the world have also 
shown that deep, across-the-board cuts have ultimately proven unsustainable and 


have increased costs in the long run. 
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“Ontario’s residents saw first hand in the 1990s how severe cutbacks in health 
spending can drive down the quality of — and confidence in — the health care 
system. It ultimately took more than a decade of massive investments by the 
Ontario and federal governments to repair much of the damage.” 


Don Drummond and Derek Burleton, “Charting a Path to Sustainable Health Care 
in Ontario: 10 Proposals to Restrain Cost Growth Without Compromising Quality of 
Care,” TD Economics Special Reports, 2010. 


Ontarians have a right to expect their government to lead the way in improving 


productivity. The government must be certain that it has done everything to 


embrace innovation and unlock value wherever it can be found. 


“Across the board’ cuts and freezes that affect programs and services in an 
undifferentiated way have significant perverse effects. Such cuts erode the quality 
of public services, reduce the quantity of available services for the same level of 
taxpayer contribution and affect morale in the Public Service. Over time, they erode 
citizens’ confidence in government, in the public sector and in public organizations.” 


Jocelyne Bourgon, “Program Review: The Government of Canada’s Experience 
Eliminating the Deficit, 1994-1999, A Canadian Case Study,” The Centre for 
International Governance Innovation, 2009. 


Unlike program cuts, reform cannot be achieved overnight. Reform is a long-term 
process — one that requires strong partnerships and a fundamental belief in 
vital, high-quality services for the public. The McGuinty government has a proven 


record in these important elements of reform. 
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Hans Arnum of al., 
2009. 


To provide advice on reforms that would help accelerate its plan to eliminate the 
deficit while protecting education and health care, the government will establish 

a Commission on Broader Public Sector Reform. Building on reforms already 
underway, and on the approach to enhanced public service delivery laid out in this 
Budget, the Commission will examine long-term, fundamental changes to the way 
government works. The Commission’s work will include exploring which areas of 
service delivery are core to the Ontario government’s mandate, which areas could 
be delivered more efficiently by another entity and how to get better value for 


taxpayers’ money in the delivery of public services. 


The Commission will report to the Minister of Finance in time to inform 
the development of the 2012 Budget. The Commission will not make 
recommendations that would increase taxes or lead to the privatization of health 


care or education. 


In the shorter term, the government will accelerate its efforts to make public 
services more effective and improve value for money by consolidating programs, 
services and back-office functions; developing new ways to deliver programs, and 


optimizing the value that exists within Ontario’s public sector. 
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While the Commission does its work, the government will move ahead with 


measures to make public services more effective and to improve value for money. 
The government will: 


* consolidate programs and services to reduce overlap and duplication; 
* develop new ways to deliver programs; and 


¢ seek to unlock the value of physical and intellectual assets. 


1. Consolidation 


Overlap and duplication of functions are problems in any organization, but they 
are especially prevalent in large and diverse ones. Overlap and duplication create 
unnecessary costs and make it more difficult for people to navigate the system 
of services. Integrating or consolidating these functions helps reduce costs and 


improve services, freeing up funds to reinvest in front-line services and reduce 


the deficit. 


Progress to Date 


¢ Retail sales and corporate tax administration: By harmonizing 
Ontario’s corporate and retail sales taxes with federal taxes, the Province is 
on track to save $150 million per year and Ontario businesses are realizing 


compliance cost savings of more than $635 million per year. 


* Shared services: Shared services models have successfully consolidated 
services such as information and information technology (I&IT), human 
resources, procurement and corporate financial systems across the OPS. 

For example, Ontario Shared Services provides enterprise-wide employee and 
business support services to the OPS, resulting in savings of $227 million and 


a 24 per cent reduction in staffing levels. 


- Agency clustering: The government has strengthened agency accountability, 
efficiency and oversight by creating two new agency clusters of Adjudicative 


Tribunals under the Ministry of the Attorney General. 
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New Initiatives 
The government will seek new consolidation opportunities in: 


¢ Collections: A number of different and separate collections functions exist 
within the OPS. The government is proposing to move towards a more 
coordinated and centralized collections function within the Ministry of 


Revenue to reduce costs and enhance collections. 


- Audits and special investigations: The Ministry of Revenue operates a 
comprehensive compliance audit function for 11 tax statutes. The ministry 
has also provided audit support to several other ministries. To enhance 
regulatory audit compliance within the OPS, the ministry is proposing to 
provide a coordinating audit/inspection support function to all ministries. 

In addition, the Ministry of Revenue is proposing to provide support to other 
ministries and BPS organizations where forensic data recovery and forensic 


accounting services are required. 


¢ Broader public-sector pensions: The BPS has about 70 smaller 
_ single-employer pension plans, many of which have fewer than 100 active 
plan members. The government will appoint a third party to pursue options 
for greater efficiencies, including the consolidation of plan administrative 
functions, pooling of assets for investment purposes and use of technology. 
The purpose of this review would be to achieve savings and help manage 


pension funding requirements. 
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Laboratories: The government currently has eight laboratories across six 


ministries, performing a variety of functions. The cost of these laboratory 
services is $54 million per year. While continuing to protect public safety, 
the government will take steps to better align laboratory services across 
several ministries, including consolidating common testing functions, pooling 
specialized procurements of supplies and equipment, and exploring facility 


consolidation. 


Research: The Ontario government conducts research on a number of 
fronts. The government will create a specialized organization with a clear 
mandate to focus research activities on productivity growth in key sectors. 
This will better leverage private-sector investments and result in estimated 


cost savings of $3 million over three years. 


Geographic information systems: The numerous geographic information 
system-related programs existing across 18 ministries will be explored for 


consolidation. 


Benefits administration: The Province provides Ontarians with more 

than $20 billion a year in income-based benefits and tax relief through more 
than 40 programs, delivered with the support of the federal government, 
municipalities and BPS organizations. Multiple application processes make 

it difficult for some Ontarians to access these programs. To streamline 

client access to program information, the government has created a 
one-window portal where individuals can find information quickly and easily. 
The government is also investigating other changes to further improve benefits 


program delivery. 


Children’s aid societies: There are currently 53 children’s aid societies 

in Ontario. The government has worked with the Commission to Promote 
Sustainable Child Welfare to identify 21 children’s aid societies that could 
be consolidated, resulting in efficiencies, service delivery redesign and 
improved outcomes for children and youth. Efficiencies resulting from these 
consolidations are expected to grow to $9 million by 2013—14. This funding 


will be redirected to support front-line child welfare services. 
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¢ Prison modernization: The government is constructing two new 


state-of-the-art facilities with modern features and advanced technologies 
that enhance public safety. The government will close underutilized prisons 
in Owen Sound, Walkerton and Sarnia, and partially close Toronto West 
Detention Centre. It is anticipated that this will reduce expenditures on the 
transferred inmates from the oldest facilities by more than 50 per cent, while 


achieving over $8 million in annual savings. 


- Imaging and data capture services: The Ministry of Revenue will work 
with ministries across the OPS to leverage its imaging and data capture 
services to improve and automate document-capture and transactional 
processing for their programs. This will reduce program costs; speed up 
the delivery of services to the public; increase secured access to documents 
electronically; and, for programs with approved record-retention schedules, 
reduce the size of the government’s office-space footprint by moving millions 


of paper files to secured electronic records. 


* Collective bargaining: There are nearly 4,000 collective agreements across 
_ the BPS. While local bargaining is an important way to achieve targeted 
solutions, negotiating such a large number of contracts attracts significant 
transaction costs and, in some cases, makes increased effectiveness and value 
for money more difficult to realize. The government has created a Labour 
Relations Secretariat that will work with stakeholders to explore moving to 


more coordinated bargaining in sectors where it is appropriate. 


¢ Environmental cleanup: Environmental cleanup is currently carried 
out through four ministries. Going forward, the Province will consolidate 
environmental cleanup activities. Key components of this initiative will include 
integrating funding for cleanup activities, establishing a single inventory 
of contaminated sites, and developing a risk-based approach to project 


prioritization. 
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¢ Direct business support: The government has supported the growth 


of small, medium and large businesses in Ontario since 2003. Now that 

the government has fundamentally changed the cost structure for business 
through Ontario’s Tax Plan for Jobs and Growth, there is less need for direct 
business support. Over the coming years, the government will reduce direct 
business support while simultaneously moving towards a single window for 


direct business support programs across the government. 


2. New Models of Delivery 


One way to improve productivity is to open up the provision of government 
services to new forms of competition. Competition determines whether services 
could be delivered more efficiently and effectively by another entity, be it another 
level of government, a not-for-profit, a social enterprise or a private-sector 
organization. Just because a particular government department delivers a program 
today does not mean it should deliver it tomorrow. This is particularly true if 
another entity could deliver the program more efficiently and effectively, while 
maintaining high service levels. Through competition, the government expects to 
realize better customer service outcomes. Decisions will be based on a rigorous 
assessment of the impact on customer services and efficiencies to be achieved. 


The private sector would not necessarily be the delivery partner of choice. 


“From society’s perspective, it does not matter what types of organizations created 
the value. What matters is that benefits are delivered by those organizations — or 
combinations of organizations — that are best positioned to achieve the most 
impact for the least cost.” 


Michael Porter and Mark Kramer, “The Big Idea: Creating Shared Value,” Harvard 
Business Review, 2011 No. BR1101, 62-77. 
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Progress to Date 


¢ Delivering smarter, faster and easier services — The government 
is delivering services such as telemedicine, newborn registration, forms 
repository, online vehicle registration renewals, tax remittances, park 
reservations and electronic business registrations more efficiently. A faster, 
smarter, more streamlined government-to-business system is made possible 


_ by the new user-friendly, online tool: ONe-Source. 


¢ Online services — The government has significantly increased the number 
and volume of services available online, including birth certificates, tax 
payments, vehicle registration stickers, Ontario Student Assistance Program 
(OSAP) applications and drug benefits. In total, 99 per cent of OSAP 
applications, 99.8 per cent of Ontario Drug Benefit claims and 84.9 per cent 


of birth certificate requests are completed online. 


¢ Infrastructure Ontario — Infrastructure Ontario (IO) has brought more 
than 50 infrastructure projects to market (of which 16 have been completed), 
worth close to $21 billion in capital construction, using an innovative 


alternative financing and procurement model. 


“IO is recognized by international infrastructure organizations as being world leaders 
thanks to a diligent focus on budget, quality, schedule and investing wisely.” 


Anna Guy, “Infrastructure Ontario,” The Canadian Business Journal, September 
2010. 
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New Initiatives 


The government will pursue opportunities for new models of service delivery in 


the following areas: 


* ServiceOntario: ServiceOntario is an innovative government organization 
that pioneered money-back service guarantees for government services. 
As outlined earlier in this chapter, the government will build on 
ServiceOntario’s accomplishments to achieve even greater service and value 
for Ontarians. The government will explore alternative service delivery 
models for ServiceOntario, including leveraging private-sector investments 
through a competition, and will explore opportunities to expand its one-stop 
delivery network to other lines of business, including delivering services on 


behalf of other governments through partnerships. 


* Court enforcement services: Currently enforcement officers perform 
duties including the seizure/sale of assets. The government will conduct an 
enforcement services review to determine the feasibility of other delivery 
agents performing enforcement-officer functions in the most efficient and 


effective manner. 


* Building on Infrastructure Ontario’s success: Building on IO’s track 
record and success at delivering infrastructure projects on time and within 
budget, the Province intends to expand the role and mandate of IO into new 
sectors and a broader range of projects. These changes will result in greater 


efficiencies and more savings for the Province. 


* Realignment of federal/provincial responsibilities: Fiscal constraints 
also make the case for further realignment of responsibilities between the 
provincial and federal governments. Disentangling areas of overlapping 
responsibility clarifies roles, enhances transparency and accountability, 
and generates savings and efficiencies. Realignment would also help avoid 
scenarios in which policy decisions at one level of government impose 


significant costs on another level of government. 
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Accordingly, Ontario will be calling on the federal government to enter into 
a realignment process with the Province, which would include the following 


elements: 


¢ devolve direct funding and responsibility for immigrant settlement programs 


to the Province; 


¢ devolve direct funding and responsibility for remaining labour-market 


development programs to the Province; and 


* transfer responsibility to the federal government for all inmates serving 


sentences of over six months. 


The overall fiscal savings from any realignments would be apportioned, on an 
equitable basis, between the federal and provincial governments, for the benefit of 
Ontario taxpayers. Ontario needs a stronger federal partner for further discussion 


of realignment of responsibilities between the federal and provincial governments. 


3. Unlocking Value Through New Partnerships 


Since 2003, the government has strengthened public services and the economy 
by building new partnerships with key industries, other levels of government 

and First Nations, among others. Strong partnerships can also support the 
government’s reform agenda by helping to unlock new forms of value in Ontario’s 
public sector. The government’s goal continues to be to ensure that the value of 
physical and intellectual assets developed to serve Ontario taxpayers is being fully 
realized. The government remains open to new models of management where 


these models can be demonstrated to be in the long-term interest of Ontarians. 
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Progress to Date 


Teranet — The Ontario government concluded an agreement to renew its 
long-standing business partnership with Teranet Inc. by extending Teranet’s 
exclusive licences to provide electronic land registration and writs services 

in Ontario. The Province received a $1 billion upfront payment, which 

has been used to reduce the Province’s debt and borrowing requirements. 
The Province will also, beginning in 2017, receive annual royalty payments 
from Teranet, which are estimated to be $50 million in 2017—18 and to grow 
in future years. In addition, the agreement provides for continued Provincial 
control over Teranet fees for statutory land registration and writs services, 
long-term investments in Ontario’s Electronic Land Registration System, and 
a performance framework that will ensure that the system remains modern 


and consistent with evolving industry standards. 


New Initiatives 


The government will seek to unlock value through new partnerships. 


Examples include: 
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Exporting Ontario Public Service excellence — In an increasingly 
competitive global economy, excellence in public services provides a 
significant competitive edge for jurisdictions. Countries such as China, India, 
Brazil and Russia are moving to strengthen their public services to be globally 
competitive. Ontario has built world-leading public service models that have 
considerable value to other jurisdictions. For example, Ontario’s education 
curriculum, in which taxpayers have invested heavily, has been recognized by 
the OECD and McKinsey & Company, among others, as world leading and is 
used around the world. Ontario taxpayers have invested in these intellectual 
property assets over time. The potential exists, through partnerships with 
private- and voluntary-sector entities, to generate revenues from these assets 
that could be used to protect critical public services for the benefit of all 


Ontarians. 
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* Pursuing partnerships with social enterprise: Public-sector reform 
means finding new, innovative ways of delivering services. Social enterprise, 
which uses private markets to pursue public goals, aiming to blend social 
and economic value, presents an important opportunity for service 
delivery partnerships in an era of limited resources. In some cases, social 
enterprises may be able to deliver services more efficiently and effectively 
than government. Some view social finance investing as an area of significant 
potential growth, both in Canada and abroad. Social enterprises may also be 
able to offer new products and services that help reduce fiscal pressures on 
government. The government will consider opportunities to leverage social 
venture financing through innovative partnerships that can demonstrate cost 


savings while maintaining or enhancing service levels. 


The Commission on Broader Public Sector Reform will support this vision of new 
partnerships and opportunities of exporting and monetizing public-sector value. 

It will do this through addressing fundamental questions on core service delivery 
mandates of the government and advising on areas that may be more efficiently 


delivered by other entities. 
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Section C: The Record 


A Smarter Ontario: Excellence in Education 


Ontario’s economic success depends on a strong, publicly funded education 
system. That means investing in skills and education and helping students reach 


their full potential, starting as early as kindergarten. 


The Plan: 


Since 2003, the government has made record investments in education. 
In 2011-12, Grants for Student Needs funding to school boards will be 
$21 billion — per-pupil funding will be $11,207, a 4.6 per cent increase 
from 2010-11. 


Investments in education since 2003 have yielded measurable results in terms of 
improved literacy and numeracy test scores, lower primary class sizes and higher 


graduation rates. Beyond the numbers, the quality of education is on the rise. 
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CHART9. Grants for Student Needs Per-Pupil Funding, 
Excluding Capital 
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Source: Ontario Ministry of Education. 


The Results: 


Literacy and Numeracy 


Since 2002—03, the government has invested in programs to help students 
improve their reading, writing and math skills. The results are clear: more students 
are achieving the provincial standard in provincewide tests — in 2009-10, 68 per 
cent of Grade 3 and 6 students met or exceeded the standard in reading, writing 
and math. This is a 14 percentage point increase since 2002—03. As well, 77 per 
cent of students in French-language school boards met or exceeded the provincial 


standard, a 21 per cent increase since 2003. 
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The government has implemented a number of initiatives to help students excel in 


reading, writing and math. These include: 


¢ 11,430 additional teaching positions funded since 2002-03, including over 
9,000 more elementary teaching positions, to help reduce class sizes and 


improve literacy and numeracy skills; 


¢ 69 Student Achievement Officers to work with principals, teachers and board 


_ leaders to improve student reading, writing and math skills; 


* the Schools on the Move program, which supports schools that are succeeding 
in challenging circumstances, such as high levels of student mobility or 
communities struggling with poverty, and encourages them to share their 
literacy and numeracy strategies with other schools. Since the initiative began 
in 2006, over 170 schools have been helped and 33 new schools joined in 


May 2010; 


¢ the Schools in the Middle initiative, which supports over 1,400 schools where 
50 to 74 per cent of Grade 3 and 6 students are meeting or exceeding the 
| provincial standard. It helps teachers, principals and board leaders implement 


effective practices to further increase student achievement; 


¢ the Ontario Focused Intervention Partnership initiative, which provides 
school boards with resources to help reduce gaps in student learning and 
achievement, from kindergarten to Grade 6. In 2010-11, 111 schools are 
being assisted, down from 137 in 2009-10; and 


¢ 74 School Effectiveness Leads to help create and monitor board and school 


achievement improvement plans and work with schools to promote success. 
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Ontario Students Excel Internationally 


Ontario’s 15-year-old students are among the best readers in the world. That was 
the finding of the 2009 international education study of industrialized nations 

by the Programme for International Student Assessment (PISA), released by the 
Organisation for Economic Co-operation and Development. 


The study measured reading literacy levels among 15-year-olds in 65 jurisdictions. 
It lists Ontario’s students in the top 10 in the world for reading. Ontario students 
also outperformed those in other Canadian provinces in reading. While the report 
focused on reading, it also found Ontario students did well in math and science. 
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Primary Class Sizes 


Students in junior kindergarten to Grade 3 are receiving more individual attention 
from their teachers. The government’s goal to reduce the size of primary classes 
was achieved in 2008—09: 


¢ 90 per cent of primary classes had 20 or fewer students compared to 
31 per cent in 2003—04; and 


¢ 100 per cent had 23 or fewer students compared to 64 per cent in 2003-04. 


Students in smaller classes get more attention, do better in literacy and numeracy, 


and are more likely to succeed. 


CHART 10. Primary Classes (JK—3) by Class Size 
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Graduation Rates 


Since 2005, the government’s Student Success Strategy has been helping students 


in Grades 7 to 12 customize their education to their individual strengths, goals 


and interests. Graduation rates increased from 68 per cent in 2003—04 to 
81 per cent in 2009-10. That means more than 72,000 additional students have 
graduated since 2003—04. 


CHART 11. Graduation Rates in Ontario 
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Source; Ontario Ministry of Education. 


Many programs have been established for students pursuing university, college, 


apprenticeships or the workplace after graduation. 


* Specialist High Skills Majors allow students to focus on a future career 
through a bundle of classroom courses, workplace experiences and sector 
certifications. In 2010-11, approximately 28,000 Grade 11 and 12 students 


are participating in these programs. 


¢ E-Learning provides students with online courses and allows teachers to share 


resources across the province. 
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¢ School-College Work Initiatives and Dual Credits count towards a student’s 
high school diploma as well as a college certificate, diploma or apprenticeship 
certification. In 2010—11, an estimated 10,000 students are participating in 
dual credit programs. 


¢ Expansion of Cooperative Education allows students to count hands-on 


learning towards two compulsory high school credits. 


The government is also providing support to struggling high school students so 
they can get back on track to graduate. It invested over $300 million in 2009-10 
to help students graduate and move on to college, university, apprenticeships or 
the workplace. In the 2010-11 school year, the government is providing over 
$275 million for student support and for additional secondary school teaching 


positions. 


* Every school board has a Student Success Leader who works directly with 
principals to facilitate implementation of the Student Success Initiative, 


which focuses on improving graduation rates. 


* Student Success Teams (which include the principal, Student Success 
Teachers, guidance counsellors, special education teachers and other 
educators) provide extra attention and support in every high school to 


students who need it. 


* Funding has been provided for 1,900 additional secondary school teachers 
to support improved student achievement, including 800 Student Success 


Teachers — on average, one per school. 


* During the 2010-11 school year, 85 schools across the province are 
participating in the School Support Initiative, which centres on building the 


leadership capacity of staff to improve student achievement. 
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Communities and Schools 


As part of the Poverty Reduction Strategy, the government has made investments 


to ensure that schools are an integral part of the communities they serve. It has: 


90 


invested $39.9 million during the 2010-11 school year to make it easier 
and more affordable for people to use schools after hours. For example, 
175 priority schools in 32 school boards offer free space to not-for-profit 
groups. The government has invested $191 million in the Community Use 


of Schools initiative since its inception in 2004—05; 


established 145 Parenting and Family Literacy Centres across the province. 
The centres help prepare children for starting school and encourage families 
to be part of their children’s learning. The government invested $9.4 million 
in the program in the 2010—11 school year, for a total of $32.4 million since 
inception in 2007—08; 


reached out to schools in disadvantaged communities to help support parents 
through Parents Reaching Out Grants. Since 2006, the government has 
awarded over 7,000 grants to school councils and over 200 regional grants — 


a total investment of nearly $12 million; 


invested over $18 million since 2005 in funding to school boards for school 
councils, Parent Involvement Committees and initiatives led by provincial 


parent associations; and 


supported local organizations through the student nutrition program in 
delivering nutritious meals and snacks for children and youth, particularly 
those in high-need neighbourhoods; through breakfast programs in 
approximately 1,000 communities across Ontario, served an estimated 


600,000 children in 2010. 
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Capital Investments 


The government launched the Good Places to Learn program in 2005 to address 


renewal and the need for new schools across the province. Key initiatives include: 


e $2.25 billion for renewal projects that are completed or underway in over 


3,000 schools; 


¢ $2.5 billion for new schools and school additions to address primary 
class size, school condition, growth, expanding access to French-language 


education and other capital priority projects. 


The government also announced $550 million to make more than 2,000 publicly 
funded schools more energy efficient and $50 million to support investments in 


renewable energy at schools. 


Postsecondary Education and Training 


Over the last seven years, Ontario has made unprecedented investments in 
colleges, universities and training institutions, which play a critical role in 
equipping people for the jobs that will ensure future prosperity. The Province’s 
investments have included the $6.2 billion Reaching Higher plan for 
postsecondary education and about $1 billion annually in Employment Ontario, 
the government’s employment and training network. These investments have led 
to increased participation in higher education, skills training and apprenticeship 
programs. They are laying the foundation for future economic growth and social 
well-being by ensuring that Ontario’s workforce remains among the most skilled 


in the world. 


To continue the progress Ontarians have made in building knowledge and skills 
and a competitive workforce, it is important to ensure that all government 


programs and services are delivered as efficiently and effectively as possible. 
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Examples of Ontario’s Investments in Postsecondary Education 


Expanding Access for Students 


¢ The 2010 Budget announced additional operating grants to build on the 
unprecedented expansion of access through Reaching Higher. 


¢ Between 2002-03 and 2010-11, postsecondary operating grants rose by 
about 73 per cent. 


* In 2011, the Ontario government committed $73.7 million over five years to 
enhance access and improve students’ ability to move between postsecondary 
institutions by supporting a provincewide credit transfer system. 


Expanding and Modernizing Learning Facilities 

The Province has made significant investments to expand and renew facilities at 
colleges and universities, including: 

¢ $35 million to support the creation of 100 additional medical school spaces; 
¢ a$190 million investment in 12 skills training facilities at colleges; 

¢ $289 million for 22 major capital projects at universities; 


* one-time investments of $200 million in 2004—05 and $400 million in 
2007-08 to support facility renewal at colleges and universities; and 


¢ $1.5 billion in joint federal-provincial stimulus investments for 49 projects 
through the Knowledge Infrastructure Program. 
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Enhancements to Student Assistance 


Ontario has one of the most generous student sesiance | programs in the : 
country. For example, dependent university students from middle-income 
families can receive up to $12,300 in financial support in 2010-11, up from 


$4, 300 in 2003-04. Dependent university students from lower-income families | 
Can receive up to $12, 900 in 2010-11, up from $9, 400 in 2003-04. 


Ontario student Devislalce ae ~_) enhancements introduced in 


: students and doubling the | income ea nlin ie) ) students kee up to $103 per 
: week | in earnings from part-time jobs, indexed to inflation. 


: The number of grants available to students has more ‘than tripled — over one in 
— four students, or 143,000, receive non- repayable grants. 


Grants make up 61 cents of every provincial c cane provided to students - -- “up 
from 44 cents in 2003-04. — 


For loans issued in 2010-11, the Ontario Student Bpportuniy Grant (soa) 
will limit annual repayable debt to $7, 300 for é a two-term academic year. | 


: As a result of investments in student assistance, the number of Ontario college and | 
university students qualifying for OSAP increased by 56 per cent from 2003- -04to 
2009-10, while college and university enrolment increased by 19 per cent. _ 
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Examples of Ontario’s Investments in Employment and Training 


Employment Ontario 
¢ Employment Ontario invests about $1 billion each year in employment and 


training services. In the last two years, additional funding was provided in 
response to rising demand for services caused by the global recession. 


e The Second Career program, part of the Employment Ontario network, offers 
laid-off workers up to two years of training to help them find jobs in growing 
sectors of the economy. 


Expansion of Workplace Training 
e The Province introduced the Apprenticeship Training Tax Credit (ATTC) in 2004 
to encourage employers to hire and train apprentices. 


* The 2009 Budget enhanced the Co-operative Education Tax Credit (CETC) and 
the ATTC. 


¢ The government launched the Ontario College of Trades to help modernize the 
province’s apprenticeship and skilled trades system. 


Support for New Canadians 


e Since 2003, the Province has invested more than $900 million in programs 
and services across Ontario to help newcomers settle, get language training, 
and become job-ready and licensed in their field, including $175 million in 
more than 220 bridge training programs. 


e Ontario passed the Fa/r Access to Regulated Professions Act, 2006 to ensure 
a fair and transparent process for obtaining registration and licensing in 
regulated professions. 
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The Results: 


A Skilled Workforce for Tomorrow 


. Employment Ontario serves more than one million clients annually. 


¢ About 200,000 additional students, including 60,000 more apprentices, are 
learning than in 2002-03. 


¢ 15,000 new graduate spaces will be created by 2011-12. 


* College and university enrolment growth in the past decade was over five 


times the amount of growth in the 1990s. 


¢ 260 new first-year medical student spaces will be created by 2011-12, 


a 38 per cent increase since 2003. 


¢ Universities increased their degree completion rates from 73 per cent in 
2002-03 to 79 per cent in 2009-10. Colleges increased their rates from 
og) per cent to 65 per cent. 


¢ Since 2003, about 41,000 internationally trained individuals have been 
served through bridge training programs to help them get work in their field 


of expertise. 


Support for Students and Workers 


¢ About 210,000 students in 2010—11 are benefiting from improvements 
to student financial assistance introduced since 2004—05, including more 
access to grants and relief for students who need help managing and repaying 


their loans. 


¢ University per-student operating funding is 28 per cent higher 21 
than in 2002—03 and college per-student operating funding is 41 per cent 
higher. 


¢ Second Career has served about 41,000 clients since June 2008. 
About 74 per cent of surveyed participants found employment within 


one year of completing their skills training. 
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* Rapid Re-Employment and Training Service has provided counselling for 


more than 137,000 workers affected by layoffs and plant closures since 2007. 


° Nearly 130,000 young people benefited from support for summer 
employment opportunities in 2010. 


Improving Accountability and Modernizing Delivery 


The government is dedicated to transforming and modernizing the services 
it provides. It has implemented a number of measures to ensure that the 
postsecondary education and training system responds to the needs of students, 


job seekers, employers and communities. These include: 


* transforming Employment Ontario into an efficient, integrated training 
network, removing duplication; 

* implementing a new website and smartphone application to transform access 
to OSAP. Students can now apply three months earlier for OSAP, gain a 
better understanding of the different types of financial assistance available and 


better plan for their school year; and 


¢ adecline in the OSAP default rate to 8.0 per cent in 2009, its lowest since 


default measurement began in 1997. 
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Health 


Since 2003, the McGuinty government has taken significant steps to strengthen 
Ontario’s public health care system. The investments made over the past seven 
years have focused on rebuilding and transforming the health care system to give 
Ontarians better access to primary care and shorter wait times, while promoting 


health and preventing illness. 


Better Access to Primary Care 


Before 2003, many communities across Ontario were experiencing a shortage of 


doctors and nurses. 


The Plan: 


The sovernment has made improving access to health care for all Ontarians 
g P g 

a priority. Significant investments in the health care system have created a 
patient-centred approach that is delivering better care for families where and 


when they need it. 
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The Results: 


Since 2003, the government has helped over one million more Ontarians have 
access to a family doctor and there are now more ways than ever for Ontarians to 


access the care they need. 


CHART 12. More Ontarians With a Regular Family Physician Since 2003 
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* The government created 200 Family Health Teams (FHTS) composed of 
a range of health care professionals who work collaboratively to provide 
comprehensive primary health care to over three million Ontarians. 


More than $300 million is invested annually to support Ontario’s FHTs. 


* Ontario was the first Canadian province to introduce nurse practitioner-led 
clinics to its communities. Twenty-five clinics will be operational by 
2011-12 and will be supported by an investment of over $20 million per 
year. These clinics will help improve access to primary care for more than 


40,000 Ontarians. 
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¢ The Province launched Health Care Connect in 2009 to help Ontarians 
without a family health care provider find family physicians and nurse 
practitioners who are accepting new patients in their community. So far, 
over 50,000 Ontarians have been referred to a family physician or nurse 
practitioner through this service. For more information on Health Care 


Connect, visit www.ontario.ca/healthcareconnect. 


The Province has increased the supply of health care professionals practising in 


Ontario to help provide all Ontarians with access to care. 


¢ Since 2003, the government has invested over $770 million for nursing 
initiatives, including support for the creation of more than 10,000 nursing 
positions and to guarantee a full-time job opportunity to every new nursing 
graduate. Ontario is one of the few jurisdictions in the world to provide this 


opportunity for new nurses. 


¢ Since 2003, funding to support the retraining of international medical 
graduates has increased from $16 million to $83 million, resulting in an 
additional 2,000 international medical graduates practising in Ontario. 
The Province currently offers more training positions and assessments for 


international medical graduates than all other provinces combined. 


¢ By 2011-12, the government will have added 260 more first-year medical 
school spaces — a 38 per cent increase since 2003. By 2013, twice as many 


doctors will be graduating from Ontario’s medical schools. 


* In 2005, the government opened the Northern Ontario School of Medicine 
— the first new medical school in Canada in 30 years — with main campuses 
in Thunder Bay and Sudbury and research sites across northern Ontario. 


The school has graduated 107 new doctors since the spring of 2009. 


¢ Three new undergraduate medical education campuses have been established 
in Kitchener-Waterloo, St. Catharines and Windsor. In September 2011, 


a fourth campus is scheduled to open in Mississauga. 
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Shorter Wait Times 


In 2003, Ontarians were waiting longer than medically recommended to obtain 
needed surgical and diagnostic services. This can contribute to diminished health 


outcomes, deteriorating health status and reduced quality of life. 


The Plan: 


To address this issue, in 2004 the government launched a Wait Time Strategy to 
build additional capacity for surgical procedures and diagnostic services. In 2008, 
the Strategy was expanded to address emergency room wait times and associated 
Alternative Level of Care (ALC) pressures, where patients occupy acute care beds 


in hospitals while waiting for services to open up in a community care setting. 


The Results: 


To date, the government has invested approximately $1.5 billion to fund more 
than two million additional medical procedures; redesign system processes; 
reduce bottlenecks to improve patient flow; measure progress; and publicly track 


results. As a result, Ontario now has the shortest wait times in Canada. 


According to the Fraser Institute’s “Waiting Your Turn: Wait Times for Health Care in 
Canada, 2010 Report,” patients in Ontario experience the shortest wait (14 weeks) 


from general practitioner referral to elective treatment for surgical and other 
therapeutic treatments‘in Canada. 


Bacchus Barua, Mark Rovere and Brent Skinner, “Waiting Your Turn: Wait Times 
for Health Care in Canada, 2010 Report.” Fraser Institute, 2010. 


Since implementation of the Wait Time Strategy, Ontarians are getting: 


* cataract surgeries 191 days earlier; 

* hip and knee replacements 160 and 243 days earlier, respectively; 
* cardiac procedures up to 22 days earlier; 

* cancer surgeries 19 days earlier; and 

* — general surgeries (since 2008) 14 days earlier. 
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Since 2008, patients with complex conditions are spending 10.6 per cent less 
time waiting in emergency rooms and patients with minor, uncomplicated 


conditions are spending 8.3 per cent less time. 


However, the sustainability of wait time achievements will also depend on 
adequate federal support. The federal government needs to renew its commitment 


to the reduction in health care wait times beyond when current agreements expire 


in 2013-14. 


Key investments have also been made in the community to help reduce wait 
times and ALC pressures while providing more choice to Ontarians, preventing 
hospitalization and ensuring that the appropriate type of care is available 


when needed. 
These investments include: 


¢ $1.1 billion over four years, beginning in 2007, for different community 
programs under the Aging at Home Strategy, which provide support to seniors 
and their caregivers to help seniors stay healthy and live with dignity and 


independence in the comfort of their own homes; 


¢ there are 58 per cent more clients receiving home care since 2003, 


¢ an additional $1.4 billion in long-term care homes since 2003, adding about 


9,000 more beds and increasing staff in the homes by 7,000; 


* an increase of $826 million in funding since 2003 for community care access 
centres to assess clients’ needs and manage the delivery of home care for 


Ontarians who require it; and 


¢ a 73 per cent increase in funding since 2003, representing an additional 
investment of $97 million, for assisted living services in supportive housing, 


giving seniors more options for staying in their community. 


101 


2011 Ontario Budget 


The government is proposing an amendment to the Community Care Access 
Corporations Act, 2001 to ensure the public has the right to communicate in French 
with, and receive available services in French from, community care access centres 


across the province. 


The government is proposing an amendment to the Assessment Act to provide 
a property tax exemption for non-profit hospices offering end-of-life care. 


Eligibility criteria would be prescribed in regulation. 


Promoting Health and Preventing Illness 


Healthy people enjoy a higher quality of life and cost the health care sector less. 


The Plan: 


The government is committed to active and healthy living, health promotion and 
illness prevention. Over the long term, investments in these areas help Ontarians 
live longer and healthier lives and support efforts to manage costs in the health 


care system. 


The Results: 


* In 2008, the government launched the Ontario Diabetes Strategy, 
a $741 million investment to prevent diabetes for those at risk, improve care 
across the health care system and provide a better quality of life for those 


living with diabetes. 


¢ Ontario is also the first province in Canada to fully fund insulin pumps for 
children and adults with Type | diabetes, saving families up to $18,300 per 


person in the first five years. 
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“An estimated 1.169 million people in Ontario have been diagnosed with Type 1 or 
Type 2 diabetes in 2010, representing 8.3 per cent of the population. Health issues 
associated with diabetes accounted for $4.9 billion in estimated direct and indirect 
costs to the health system in 2010. 


By 2020, the number of people diagnosed with diabetes is expected to increase by 
another 734,000 to reach 1.9 million people and $7 billion in estimated health 
costs (direct and indirect), representing a 42 per cent increase.” 


Canadian Diabetes Association, “The Economic Burden of Diabetes in Ontario,” 
September 2010. — 


“eHealth Ontario has turned around and is on track, rolling out Electronic Health 
Records to meet the government’s commitment to provide them for all Ontarians 
by 2015 


Greg A. Reed, President and CEO, eHealth Ontario. 


The investment the government has made in the development of Electronic 
Health Records will benefit the health care system through the ongoing 


implementation of: 


¢ an electronic Diabetes Registry, to consolidate information on Ontarians 
living with diabetes, including clinical information and lab results. It will 
support health care professionals in treating Ontarians with diabetes and 
encourage best practices by providing access to decision support tools, and 


tools for monitoring patient progress and adherence; 
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* the Electronic Medical Records (EMR) program, which supports 
development and use of electronic versions of individual patient 


information; 


* as of December 31, 2010, nearly 6,000 physicians were enrolled 
in the EMR program. These physicians provide care for more than 


five million Ontarians; 


° by 2012, it is projected that more than 9,000 physicians will be using 


EMRs to care for more than 10 million Ontarians; 


¢ the ConnectingGTA (cGTA) project to give health care providers 
streamlined access to patients’ health information as they work to provide 


high-quality care; and 


* a Medication Management System, which uses technology to generate, 
authorize and transmit prescriptions from doctors and other prescribers 
to pharmacists and other dispensers. The goal is to eliminate errors 
arising from handwritten prescriptions and facilitate electronic delivery of 


prescriptions to pharmacies. 


Before 2003, there was no provincial program to screen Ontarians for 
colorectal cancer — the second deadliest form of cancer in Canada. In 2007, 
the government invested more than $193 million over five years to support 

a provincewide colorectal cancer screening program. The program has now . 
funded 115,000 colonoscopy procedures and processed nearly 1.3 million 


fecal occult blood tests since inception. 


Before 2003, Ontario screened for two rare genetic disorders in newborns. 
Since then, the government has expanded the newborn screening program 
and is now investing more than $10 million per year to screen for 28 rare 


genetic disorders — making it the most comprehensive program in Canada. 


Since 2003, Ontario has expanded its publicly funded vaccine program for 
children under age two, saving families up to $790 per child. At school, 
students can also receive immunizations through the program to protect 
against hepatitis B, meningococcal disease, influenza and the human 


papillomavirus (HPV), saving families up to $600 per school-aged child. 
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« The government has enhanced dental services for low-income Ontarians. 


* In 2009, the government expanded the Children in Need of Treatment 
program to include children 17 years of age or under. The program 
provides access to urgent or emergency dental care for children and youth 
who cannot afford treatment. In 2010, the program provided services to 
over 50,000 children and youth with serious oral health problems that 


might otherwise have gone untreated. 


e Healthy Smiles Ontario, introduced in 2010, provides a range of preventive 
and early treatment dental services to children and youth from low-income 
families who have no access to dental coverage. Services include checkups, 
cleaning, fillings and X-rays. This program is expected to serve up to 
130,000 children 17 years of age or under. 


* In 2005, the government created the Ministry of Health Promotion and 
Sport, which is responsible for promoting health and wellness through 
nutrition, healthy eating, sports and recreation, and preventing disease, injury 
and addiction through investments in public health and initiatives to support a 


- smoke-free Ontario. 


* ‘To protect people from tobacco-related illnesses, the government has 


encouraged more Ontarians to quit smoking and has toughened tobacco laws. 


* In May 2006, smoking was banned in workplaces including work vehicles 


and enclosed public places. 
¢ In May 2008, the retail display of tobacco products was banned. 


¢ In January 2009, the smoking ban was extended to include motor vehicles 


when children under 16 are present. 


* In July 2010, the government restricted the sale of certain flavoured 


cigarillos to youth and young adults. 


* The prevalence rate of smokers in Ontario between 2000 and 2009 has 
been reduced by 24 per cent. 
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In 2005, the government mandated 20 minutes of physical activity every 


day for students in Ontario’s elementary schools to help young people lead 


healthy, more active lives. 


In addition to banning trans fat from food and beverages sold at schools 
in 2008, Ontario announced a new School Food and Beverage Policy in 


January 2010 that comes into effect on September 1, 2011. 


¢ The policy includes nutrition standards for foods and beverages sold in 
schools — making it easier for schools to determine which foods they can 
and cannot sell. This policy will give students healthier places to learn and 
help them perform better in school. 


Ontario is continuing to implement the Working Together for Kids’ Mental 
Health initiative. The program has been rolled out in four communities by 
partnering with schools and service providers. This gives front-line workers, 
such as teachers and child and youth workers, training and tools for risk 
screening and needs assessment. The goal is to identify issues:sooner so that 


children and youth can be linked with appropriate services. 
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Managing Health Care Costs 


Ontario has made significant investments to rebuild the health care system 

to ensure its sustainability for generations to come. Health sector funding 

in 2011-12 is $18.2 billion higher than it was in 2003—04. The Province’s 
investments in health care are generating the results Ontarians deserve and 
are benefiting from today — better access to primary care, shorter wait times, 
promoting health and preventing illness. The government’s focus now is to 
manage the rate of growth in health spending to a sustainable level, while 


protecting front-line service delivery of quality care. 


In the 2010 Budget, the government set a goal of holding annual health sector 
spending increases to three per cent by 2012-13. The government is on track to 
meet this target and to maintain this rate of growth into 2013-14 after accounting 
for time-limited investments. It is doing so by introducing reforms that focus on 
providing services supported by evidence, improving quality and accountability in 


the sector, and increasing the value of investments in the health care system. 
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Ontario Drug Strategy 


Ontario spends more on generic drugs than most developed countries and has 
been paying some of the highest prices for generic drugs. High drug prices 


prevent money from being invested in front-line services. 


Since 2006, the government has made changes under the Ontario Drug Strategy 
to improve the value for money that Ontarians pay for prescription drugs, increase 
access to more effective drugs, and enhance governance, transparency and 


accountability in the public drug system. 


The government’s reforms are saving about $500 million per year that is being 


reinvested back into the health care system. 
Key elements of the Ontario Drug Strategy include: 


* expediting the approval and funding processes for new and more effective 


drugs covered under the Ontario Public Drug Program; and 


2 reducing the prices of most generic drugs to 25 per cent of the cost of the 


comparable brand-name product. 


Investments in Efficiencies and Cost Prevention 


The government is committed to reducing Alternative Level of Care (ALC) 
pressures, where patients occupy acute care beds in hospitals while waiting for 
services to open up in a community care setting. The government is building 

on previous investments through its Wait Time Strategy and Aging at Home 
Strategy by increasing funding to the community services sector by approximately 
three per cent per year over the next three years. These investments will go to 
long-term care homes, home care and other community supports, assisted living 


services, and mental health and addiction services. 


These investments will strengthen access to care in the home and the community 
where people want it; improve the health system’s capacity and ability to 

care for individuals after hospital discharge; and, where possible, avoid costly 
hospitalization or a visit to the emergency room. This in turn will help manage 


down acute care pressures. 
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Excellent Care for All Strategy 


Ontario’s Excellent Care for All Strategy focuses on the delivery of quality, 


evidence-based services that provide real patient benefits. 
In June 2010, the Excellent Care for All Act, 2010 received Royal Assent. As a result: 


¢ hospitals will now be required to develop and post annual quality 


improvement plans; and 


¢ the compensation of health care executives will be tied to the achievement 
of performance improvement targets under these plans, making them more 


accountable for the quality of patient care. 


The government will propose an amendment to the Freedom of Information and 
Protection of Privacy Act to support the development of quality improvement plans 
by hospitals. 


As part of the Excellent Care for All Strategy, the government has been 
modernizing the Ontario Health Insurance Plan (OHIP) to ensure 

funding is being directed where evidence shows the greatest value, without 
compromising access to services deemed medically necessary by health care 


experts. Measures include: 


* curbing unnecessary testing based on the best available medical evidence, 
which is expected to save over $120 million annually. This includes changes 
implemented since July 2010 to vitamin D and sleep-study testing, as well 
as proposed changes to pre-operative testing that are expected in 2011, 
if passed; 

* changes to the Out-of-Country program to expand bariatric surgeries and 


reduce the need for patients to go out of country, which is expected to save an 
estimated $21 million in 2011—12; and 


* further proposed changes to the Out-of-Country program to better align 
funding for out-of-country services with services delivered in Ontario, 
including laboratory tests and drug therapies. These proposed changes are 


expected to save $29 million annually, if passed. 
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More Integrated Local Health Services 


Before 2003, there was limited local involvement in health care decision-making. 
District Health Councils conducted health care planning but had no authority to 


implement plans. 


In 2006, the government created 14 Local Health Integration Networks 
(LHINs) to facilitate the delivery of health care services in Ontario. Local Health 
Integration Networks have a mandate to engage their communities and local 


health care providers on how health dollars are spent in their regions. 


Local communities now have a say in how Ontario’s health care budget is spent. 
Working with their health systems and community partners, LHINs are well 
positioned to better integrate services and strengthen continuity of care. This 

is critical to reducing the kinds of pressures on the acute care system that are 


reflected in the high number of ALC days in hospitals. 


The formation of LHINs has led to additional efficiencies to create better value 
for investment in health services. For example, as part of LHIN implementation, 
the Province reduced and reorganized 42 community care access centres into 


14 to align with LHIN boundaries. 


Electronic Health Records 


Electronic Health Records will enable better sharing of health information that 
will improve patient care and create a more effective and cost-efficient health 
care system. For more information on Electronic Health Records, see earlier in 


this chapter. 
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Helping Ontario Families 


Since 2003, the government has consistently supported children and families with 


a range of investments, social system improvements and new programs. 


Poverty Reduction Strategy 


Ontario’s Poverty Reduction Strategy, announced in December 2008, is a 
long-term comprehensive plan that aims to reduce child poverty. This would 
ensure that low-income Ontarians, especially children, have the opportunity to 


reach their full potential. 


Reducing poverty narrows Ontario’s prosperity gap and strengthens the economy. 
As the economy strengthens, these investments will help ensure that every 


Ontarian has the opportunity to participate in it. 


Ontario Child Benefit 


The Ontario Child Benefit (OCB) is the cornerstone of the Poverty Reduction 
Strategy. It provides up to $1,100 annually per child and benefits over one million 
children in about 530,000 families. 


The OCB is a non-taxable, income-tested monthly benefit paid to low- to 
moderate-income families with children under age 18. It has transformed the 
children’s benefit system by providing support to all low- to moderate-income 
families with children, regardless of the source of their income. The OCB treats 
all children in these families equally and makes it easier for parents to transition 


from social assistance to employment. 
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The Plan: 


The government remains committed to supporting children and families by 


increasing the OCB to a maximum of $1,310 per child annually. 


The Results: 
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In July 2009, the OCB was increased from a maximum of $600 to 
$1,100 annually per child, two full years ahead of schedule. 


Starting in July 2011, OCB payments will be divided equally between parents 
in shared custody arrangements each month. As the Ontario Child Care 

Supplement for Working Families (OCCS) is consolidated with the OCB, the 
government proposes to apply the same payment rule for shared custody cases | 
to the OCCS program. These changes would provide a steady flow of benefits 


to each parent in shared custody arrangements throughout the year. 


The Ontario Child Benefit Equivalent is a related program that helps children 
and youth in the care of children’s aid societies reach their full potential by 
supporting their participation in learning and recreational programs and by 


providing savings they can use when they reach age 18. 
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Protecting Workers 


The Plan: 


The government continues to provide opportunities to workers and their families, 


which will help to ensure the province’s long-term prosperity. 


In response to recommendations provided by the Expert Panel on Occupational 
Health and Safety, chaired by Tony Dean (former Secretary of the Cabinet), in 
December 2010, the government is proposing amendments to the Occupational 
Health and Safety Act and the Workplace Safety and Insurance Act, 1997. These 
proposed amendments would improve the province’s workplace safety system, 


help prevent injuries and increase protection for workers. 


In its Poverty Reduction Strategy, the McGuinty government encouraged the 
federal government to double the Working Income Tax Benefit (WITB) from the 
original $1,000 level. The federal government increased the maximum WITB 

for families from $1,044 to $1,680 for 2009. The WITB is indexed for inflation 
each subsequent year to preserve the value of the benefit. The increase was a step 
in the right direction but fell short of what low-income working families need 

to succeed. Ontario continues to call on the federal government to increase the 


annual benefit significantly to provide greater support for working families. 


The Results: 


¢ The government has increased Ontario’s minimum wage by 50 per cent 
since 2003, helping many low-income working families and individuals. 
These increases outpaced inflation and helped make up for a nine-year freeze 
in Ontario’s minimum wage from 1995 through 2003. The Ontario minimum 
wage will remain at $10.25 per hour in 2011, following seven consecutive 
annual increases, and fulfilling the government’s 2007 commitment to raise 


the minimum wage to that amount. 


¢ In the fall of 2011, the government will appoint a committee representing 
both business and workers to provide advice on the minimum wage in 


advance of the 20/2 Budget. 
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* Since 2009, the government has invested an additional $4.5 million annually 


to increase the number of employment standards officers in the province. 

The government has also invested an additional $6 million over two years to 
help reduce the backlog of employment standards claims and improve the 
protection of Ontario’s employees, thereby reducing hardship for workers and 


their families. 


* As part of Ontario’s Tax Plan for Jobs and Growth, the government is 
providing about $1.4 billion annually in additional assistance to low- to 
moderate-income people through the Ontario Sales Tax Credit, Ontario 


Energy and Property Tax Credit and Northern Ontario Energy Credit. 


To help low- to moderate-income families and single people better manage their 
household budgets, the government is proposing to combine the payments of 
these three credits, which appear in Table 4 and are currently paid quarterly, 
and deliver them monthly through the new Ontario Trillium Benefit, starting in 
July 2012. 


Chapter |: Ontario’s Plan for Jobs and Growth 


TABLE 4. 2011 Ontario Benefits Payment Schedule 


Payment Date! Payment Type Payment Amount 
January 2011 “Ontario Child Benefit “Upto $91.66 per child monthly = 
Ontario Clean Energy Benefit About $12.80 per month for a typical residential consumer ‘using a 
er oh, we Ce BODE ATION ee 
February 2011 Ontario Child Benefit Upto $91.66 per child monthly 
Northern Ontario Energy Up to $65 for individuals, or up to $100 for families (second of two 
Credit . i gS if 


Ontario Sales Tax Credit Up to $65 quarterly for for each adult and child 


Ontario Clean Energy Benefit About $12.80 per month for a typical residential consumer using 


porisliny wesoritatl tyat whi boas ee SOY penICnt iihwmeemtaniem min 
‘March 2011 Ontario Child Benefit _—Upto $91.66 per child monthly 
Ontario Clean Energy Benefit About $12.80 per month for a typical residential consumer using 
April 2011 Ontario Child Benefit, _—Upto'$91.66 per child monthly a 
Ontario Clean Energy Benefit About $12.80 per month for a typical residential consumer using 
800 KWh per month? E 
2010 Ch Children’ s Activity Tax Up to $50 per child (ur (up to $100 for a child with a disability) 
lege SG seca ees annually, paid as part of 2010 income tax assessment - 
2010 Ontario Energy and Up to $900 for non-seniors, or up to $1,025 for seniors, annually, 
Property TaxCredit  =—_paid as partof 2010 income tax assessment 
Ontario Senior Homeowners’ Up to $500 for eligible seniors annually, paid 4 to 8 weeks following 
Property Tax Grant the assessment of the 2010 income tax return 
May 2011 Ontario Child Benefit = Up to $91.66 per child monthly : 
Ontario Sales Tax Credit ‘Upto $65 quarterly for each adult and child shied 
“Ontario Clean Energy Benefit About $12 80 per month for a typical residential consumer using 
800 kWh per month? 


June 2011 , Ontario Child Benefit __ Upto $91. 74 per child monthly ; 
Ontario Sales Tax Transition Up to $335 for families, or up to $100 for individuals (third of three 


SLL Sete ell ULL IL Stace ienaaaesisinet Aes) io hetets salembe tame Ae 
Ontario Clean Energy Benefit About $12.80 per month for a typical residential consumer using 
se cel etn ee MORTON. ees hae hod dee ae 
July 2011 Ontario Child Benefit, Up to $91.66 per child monthly 
Ontario Energy and Property Up to $229.25 for non-seniors, or up to $261 for seniors, the first of 
JaxCredit four payments forthe year 
Northern Ontario Energy Up to $33 for individuals, or up to $51 for families, the first of four 
‘Credit _ payments forthe year oe eet 


Ontario Clean Energy /Benefit About $12. 30 per month fora ‘typical residential consumer using 


800 KWh per monthe = tae os 
August 2011 Ontario Child Benefit ‘Upto $91.66 perchildmonthly = 
Ontario Sales Tax Credit Up to $66.25 quarterly foreach adultand child = 


“Ontario Clean Energy Benefit About $12.80 per month for a typical residential consumer using 
800 kWh per month? 


2011 Ontario Budget 


TABLE 4. 2011 Ontario Benefits Payment Schedule (cont'd) 


Payment Date uo Lied) | é Gls tlos bee " Kt a 
“Ontario Clean Energy Benefit About $12.80 per per month for a typical residential consumer 
le USNS CODEN Der ONE 7 1 2 oe 
October 2011 Ontario Child Benefit Up to $91.6 66 per child monthly = 
Ontario Clean Energy Benefit About $12 80 per month for a typical residential consumer 
___using 800 kWh per month? 1 ony 
November 2011 “Ontario Child Benefit > we DUG $91. 66 per child monthly at ee 
“Ontario Sales 1 Tax Credit __Upto $66. 25 quarterly fo for each adult and child — 
“Ontario Clean § Energy Benefit About $12.80 per month for a typical residential consumer 
tial I IY eS SDOKINK Der ntCiTttT age Miete BNI 
December 2011 Ontario Child Benefit, = Up to $91.66 per child monthly 
Ontario Energy and Property Tax Up to $229.25 for non-seniors, or up to $261 for seniors, the 
Credit second of four payments for the year 


Northern Ontario Energy C Credit Up to $33 for individuals, or up to $51 for families, the second 
Eb’ cre of four payments for the year 

Ontario Clean Energy Benefit About $12.80 per month for a ‘typical residential consumer 
_ using 800 kWh per month? 


' Payment date will vary for St some fe credits and benefits depending c on when an income tax return i is S assessed, 

’ Ontario Clean Energy Benefit (OCEB) is effective as of January 1, 2011. Due to the length of time required for implementation, 
these price adjustments will appear on electricity bills no later than May 2011, and will be retroactive to January 1, 2011. OCEB 
amount will vary based on actual price, consumption and location. Timing of payment also depends on billing cycle of each 
distribution company (e.g., monthly, bi-monthly), as well as amount of payment on each bill (e.g., one or two months’ worth of 
the OCEB). 

* The June 2011 Ontario Child Benefit payment amount includes a catch-up amount of $0.08 to bring the total payment for the 

July 2010 to June 2011 benefit year to $1,100 per child. 
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Affordable Housing 


Safe and affordable housing is an important component of Ontario’s Poverty 


Reduction Strategy. 


The Plan: 


In November 2010, the Province released its Long-Term Affordable Housing 
Strategy. Building on investments in the housing sector, implementing the 
Strategy will make the existing housing system more accountable, transparent and 


accessible, and will improve the lives of people who need housing. 


The Province is working with the federal government on a new affordable housing 


initiative that would extend federal and provincial funding. 


The Results: 


- _ As part of stimulus investments in 2009-10 and 2010-11, the Province and 
the federal government invested $704 million for social housing rehabilitation 


and energy retrofits of more than 185,000 social housing units in Ontario. 


¢ The Canada—Ontario Affordable Housing Program is helping create new 
affordable housing for low-income families. Since 2005, over 14,000 units 
have been completed and close to 7,500 units are under construction or in 


the planning stages. 


¢ Approximately $450 million is also invested annually in housing and 


homelessness services for those in need. 


¢ Since 2004, the government has invested over $33.8 million and more than 
23,800 Ontario families have avoided eviction as a result of the government 


ensuring stable funding for municipal rent banks across Ontario. 
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Social Assistance 


Social assistance provides financial and employment assistance for people in 
financial need. The program consists mainly of Ontario Works and the Ontario 
Disability Support Program. Social assistance benefits include a basic needs 


allowance and shelter allowance to help with the cost of housing. 


The Plan: 


Since taking office in 2003, the government has taken significant steps to enhance 


and improve social assistance programs. 


The Results: 


Building on the government’s Poverty Reduction Strategy, the largest review 

of social assistance programs in Ontario in more than 20 years was launched 

in November 2010 and is being led by the Honourable Frances Lankin, PC., and 
Dr. Munir Sheikh. The review, which will be completed by June 2012, will: 


* recommend ways to improve people’s ability to find and keep jobs and 


guarantee security for people who cannot work; 


¢ examine and determine the effectiveness of social assistance in Ontario and its 


role in relation to other parts of Canada’s income security system; and 


* provide for a system that is simple to understand, easy to access, financially 


sustainable and accountable to taxpayers. 


Taking into account the increase proposed in this Budget, social assistance rates 
would have increased by a cumulative compounded amount of 13.7 per cent 
since 2003. 


The government will continue to focus on measures that will increase program 
accountability, including the implementation of a new information technology 
application that will improve capacity to manage and track social assistance 


information. 
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Support for Children and Youth with Special Needs 


The government provides support for children and youth with special needs and 


their families through a number of community-based programs. 


The Plan: 


The government continues to support children and youth with complex special 
needs and autism through programs delivered through the social services system. 
These programs are complemented by supports provided through the health and 


education systems. 


The Results: 


e The government has increased investments for complex special needs by 
$50 million, or 167 per cent, between 2003—04 and 2010-11, to about 


$80 million annually. 


* The government also plans to spend over $186 million annually to support 
children and youth with autism spectrum disorders, as they transition into 
and through school; provide respite services to families; and offer intensive 
behavioural intervention therapy and applied behavioural analysis services 
and supports to over 9,000 children. Since 2003—04, the government has 
more than quadrupled support for children and youth with autism spectrum 


disorders and their families. 


bts 
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Child Welfare 


Across Ontario, child welfare services are currently provided by 53 children’s 


aid societies. 


The Plan: 


The government has established the Commission to Promote Sustainable Child 
Welfare. The Ministry of Children and Youth Services is working with the 
Commission and with children’s aid societies to implement cost-containment and 
transformation strategies to create a more accountable and financially sustainable 


child welfare system that improves outcomes for children and youth. 


Ontario is helping more Crown wards succeed in school and move on to 
postsecondary education with support such as Education Championship Teams 
that offer mentorship, peer support, motivation and guidance. The government 
continues to explore options for further enhancing its Crown Wards Success 


Strategy to improve educational outcomes and smooth the transition to 


adulthood. 
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The Results: 


¢ Ontario has been improving child welfare services through legislative changes 
and new investments of over $400 million since 2003, bringing the total 
investment in 2011—12 to $1.5 billion. As a result, fewer children are coming 


into care and more are living in safe, stable, permanent homes. 


e The government is acting on the recommendations of the Commission 
to consolidate children’s aid societies. Progress has also been achieved in 
bringing down the costs of some children’s aid societies through efficiency 


measures and service delivery redesign. 


e The development of the Child Protection Information Network will support 
sector transformation by allowing children’s aid societies to share relevant and 
timely information, lessen their administrative burden and improve ministry 


oversight by providing accurate data on expenditures and client services. 
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Safe and Secure Ontario 


The Plan: 


The government is committed to building stronger, safer communities in Ontario. 
Since 2003, the government has made significant investments to improve 
community safety. The government is providing over $4.4 billion annually, 

over the medium term, for a number of key initiatives that are improving the 
effectiveness of the justice system, protecting Ontario families and focusing 


funding where it is needed most to support the government’s public safety agenda. 


This Budget provides annual funding of approximately $13 million in 2011-12 
and ongoing for the Provincial Anti-Violence Intervention Strategy (PAVIS) and 
Toronto Anti-Violence Intervention Strategy (TAVIS). These initiatives help 
address guns and gangs violence in Toronto and across Ontario. This investment 
also builds on the $51 million announced in 2006 to help police and prosecutors 


investigate and prosecute gun crimes. 


This Budget is also providing approximately $31 million over three years for 

new victims’ programs and to enhance existing victims’ services, including 
support services for victims of domestic violence and initiatives to support 
Aboriginal victims in remote northern communities. This funding reinforces the | 


government’s commitment to supporting victims of crime across Ontario. 


The government is committed to addressing crime on Ontario’s streets and is 
providing approximately $1 billion annually for policing services. Since 2003, 
the government has provided funding for over 2,000 additional police officers on 
Ontario’s streets. Ontario dedicated its allocation of funding under the federal 
Police Officer Recruitment Fund to police officers, resulting in up to 329 new 
officers in Ontario communities. Since 2003, overall crime rates in Ontario have 
declined by 17 per cent, including an 11 per cent reduction in violent crime. 
Ontario’s streets are safer and Ontario’s communities are more secure thanks to 


the efforts of Ontario’s public safety employees. 
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The Results: 


* PAVIS and TAVIS: Funding has allowed police services, including those 
in Toronto, London, Hamilton and Sudbury, to continue to target guns and 
gangs, dismantle criminal gangs and seize illicit drugs, and has led to charges 
against those engaging in criminal activity. Since 2007, these initiatives 
have led to more than 1,100 arrests, 2,000 criminal charges being laid, 
-and the removal of 200 illegal firearms. PAVIS funding has now grown to 


17 communities in Ontario. 


* Justice on Target: In 2008, the government launched the Justice on Target 
Strategy that aims to reduce the average number of days and appearances 
needed to complete a criminal case by 30 per cent by 2012. The Justice on 
Target Strategy is helping to ensure that criminal cases are dealt with in a 


timely and effective manner. 


- Justice Infrastructure: Ontario’s infrastructure investments also support 

the government’s commitment to safe and secure communities by providing 

- modern, effective, accessible justice services. In October 2010, the Durham 
Consolidated Courthouse was opened. The Courthouse successfully 
consolidated services previously delivered from eight different locations across 
Durham region. The government is also building a new Forensic Services 
and Coroner’s Complex, expected to be completed in 2013. This investment 
will enhance Ontario’s ability to meet the demands of modern forensic 


investigations and criminal prosecutions. 


¢ Human Trafficking: In February 2011, the government announced 
approximately $2 million over three years to fight human trafficking in 
Ontario. The government’s strategy focuses on prevention and enforcement 
and will provide services for victims of human trafficking across Ontario 


through supports such as help lines and outreach services. 
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Improving Access to Justice 


The Plan: 


The government continues to improve access to justice for Ontarians through 
a series of investments across the sector, including in legal aid, human 
rights transformation, Aboriginal justice, family justice and changes to small 


claims courts. 


The Results: 


* Legal Aid Ontario: Beginning in 2009-10, the government invested an 
additional $150 million over four years in Legal Aid Ontario (LAO). This is 
the province’s largest investment in legal aid since its inception. This funding 
will support enhanced family law and poverty law services, instituting block 
fees, increasing the hourly fees for lawyers over the next seven years and 
increasing legal aid fees for expert defence witnesses. This will ensure ongoing 
high-quality services for the most vulnerable. The government provides over 


$300 million annually for legal aid services to low-income Ontarians. 


¢* Human Rights Transformation: In 2008, the government continued to 
assist vulnerable Ontarians by introducing changes to Ontario’s human rights 
system. These changes are helping to ensure the timely resolution of human 
rights claims, increased access to legal supports and the promotion of human 
rights. The changes also enable the Ontario Human Rights Commission and 
Tribunal to resolve human rights claims faster, provide legal support for those 


who need it, and promote and advance human rights. 


* Aboriginal Justice: The government is committed to working with 
Aboriginal communities across Ontario to improve access to justice and 
address Aboriginal victimization. Ontario provides approximately $25 million 
annually for Aboriginal legal initiatives, including specialized legal aid services 
for Aboriginal Peoples and funding for community-based projects to help 


Aboriginal victims of crime. 
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* Family Justice Reform: The government has also made significant progress 
in transforming the family justice system and is expanding family mediation 
and information services provincewide to all courts by the summer of 2011 
(currently available in 17 court locations). These services provide family law 
clients with information regarding custody, access and child/spousal support, 
and will help more vulnerable families avoid the courtroom with faster, more 


affordable, out-of-court resolutions. 


+ Small Claims Court: In January 2010, the Small Claims Court limit was 
increased from $10,000 to $25,000. This increase is improving access to 
justice by allowing more individuals and businesses to resolve more claims in a 


simple and inexpensive way. 


Better access to justice, support for the vulnerable and a strong commitment 

to community safety are all part of the government’s plan to provide safe 
communities for Ontario families. The justice sector will continue to manage 
responsibly by allocating resources where they are needed most and transforming 


service delivery to build stronger, safer communities. 
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Infrastructure Investments 


By the end of 2010-11, Ontario will have invested $62 billion in infrastructure 


since 2003. This includes investments in transit and highway improvements. 


The Province has also greatly improved the procurement and delivery of large 


infrastructure projects through Infrastructure Ontario and Metrolinx. 


* Infrastructure Ontario has brought more than 50 projects to the market, 
worth close to $21 billion in capital construction. Sixteen projects have 
already been completed and 24 projects are currently under construction. 
It is estimated that the completed projects will generate more than 


$400 million in value for money compared to traditional procurement. 
¢ For more information, visit www.infrastructureontario.ca. 


* Metrolinx introduced a systematic approach for evaluating and prioritizing 
major transit projects in the Greater Toronto and Hamilton Area. These 
investment priorities are outlined in “The Big Move” Regional Transportation 
Plan (RTP). 


¢ Metrolinx acts as a central procurement agency for local 
transit-system vehicles and equipment on behalf of participating 


Ontario municipalities. 
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Key Transit Improvements — 


¢ GO Transit has introduced 12-car trains carrying an additional 300 p passengers : 
per trip on the Lakeshore and Milton lines. 


_ New grade separations and tracks are helping to duce delays and allow more. _ 
service on GO Transit. Examples include the extension of all-day weekday - 
service to Aldershot Station on the Lakeshore ast line and additional morning | 
rush-hour service on the Lakeshore East li Ses  . 


Work on Union Station revitalization begar re 201( : Scheduled or 
completion in 2015, the project involves i rovin y overal | pedestrian flow, 
including a tripling of GO Transit rse space, and restoring the heritage _ 
aspects of the building. Work i is also 0 derway ona new Union Subway 
Station platform. . i4@8.@@@ £#=,._s 


_ GO Georgetown South rail-corridor expansi erway. te anes will / 
improve infrastructure to meet GO Transit riders demand and future See 


Metrolinx will deliver the Air Rail. Link (ARL), an | express tail link that will 
connect Pearson International Airport to Union Station. This also involves the 
purchase of Tier 4 clean diesel vehicles, which w Ni be convertible to electric _ 
propulsion. ere 


¢ Work continues on the York Vl VA Bus = Rapid Transit (BRT). Wher oe a 
network of dedicated lanes and stations along the Yonge Street and Highway 7 
corridors will allow commuters throughout York nee) ts to avoid d congestion and 
enjoy faster, more consistent travel times. | 


e  Metrolinx is committed to working with the City of Toronto and the Toronto 
Transit Commission to develop a revised transit plan that is fiscally responsible 
and moves Toronto towards the regional transit eas set out in The 
Big Move. 

e Provincial investments have sappatec mance) investments. in newer and 
more accessible bus fleets across the province. Since 2003, the average age 
of municipal buses decreased from 11 years to 7 years in 2009. Accessibility 
increased from 39 per cent in 2003 to 85 per cent in 2009. ~ 
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Key Highway Investments 
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Initial work is underway on the Windsor—Essex Parkway and full construction 
is expected to begin in the summer of 2011. The Parkway will help ease 
congestion and ensure the efficient movement of people and goods through the 
Windsor—Detroit gateway — Ontario’s busiest trade corridor, handling nearly 
$120 billion worth of goods each year. 


The Province is extending Highway 407 East from Brock Road in Pickering to 
Highway 35/115. The highway will be opened to traffic in stages, beginning 
with a segment to Harmony Road in 2015, Taunton Road/East Durham 

Link in 2017, and completion in 2020. The Ministry of Transportation is 
working with municipalities to mitigate the impact on local traffic as the 
project progresses. 


Ongoing improvements fo Highway 417 in Ottawa include additional lanes and 


bridge improvements between Highway 416 and Anderson Road. Future work 
in the corridor includes widening from Nicholas Street to Regional Road 174, 
which will provide additional capacity and also support Ottawa’s Transit Plan. 


Construction on the Queen Elizabeth Way (QEW) through St. Catharines has 


been in full swing since June 2007 and is expected to be completed in 2011. 
Six-laning and other improvements along this major economic trade route will 
address capacity, safety and operations for the high volumes of local, tourist 
and border traffic. 


The expansion of Highway 11/17 to four lanes between Thunder Bay and 
Nipigon began in 2010, with construction starting on a new, twin-span bridge 
over the Mackenzie River. Widening the highway will result in improved traffic 
flow and enhanced safety on the highway. 
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Supporting Municipalities 


The government has a very strong record of supporting and working 


with municipalities. 


The burden of funding social assistance benefit programs is being eliminated 
from the property tax base. In addition, since 2004, municipalities have 

received a share of provincial gas tax revenues. Along with other increases in the 
government’s ongoing support, these uploads will ensure that municipal property 
tax dollars are focused on important local priorities, including modern and 
efhcient infrastructure, economic development and job creation, which result in 


real benefits to all Ontarians. 


By 2018, the Province will have increased ongoing annual support to 
municipalities to $4 billion annually, an increase of 270 per cent since 2003 


(seed hartia)) 
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CHART 13. Ongoing Support to Municipalities Is Increasing 


$ Billions 


45 
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LC 5 | 
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Note: Includes provincial upload of ODB, ODSP and OW Benefits, Court Security, OMPF/CRF, Provincial Gas Tax, Public Health, 
Land Ambulance and additional funding for OW Administration. Does not include one-time investments such as Infrastructure 
Stimulus Fund, Building Canada Fund-Communities Component and /nvesting in Ontario Act etc. 

Sources. Provincial—Municipal Fiscal and Service Delivery Review: Facing the Future Together (October 2008), and Ontario 
Ministries of Finance, Transportation, Health and Long-Term Care, and Community and Social Services. 


The Province recognizes the specific challenges faced by northern and rural 
communities. Through the Ontario Municipal Partnership Fund, the government 
is providing targeted funding of $453 million to rural communities and 


$243 million to northern communities in 2011. 


The increase in the ongoing support to municipalities has positioned Ontario’s 


communities for a stronger economic future and higher quality of life. 
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TABLE5. Contrasting Records on Support to Municipalities 


Costs for Social Assistance 


ROC OTT re 
Ontario Disability Downloaded Uploaded (2009) — $85 million annual benefit 
Support Program (ODSP) 
Administration COStS <5 yp it dle Me ee ea enh 
ODSP Benefits Costs Downloaded Uploaded (began in 2010, completed in 2011) — 
a en ae Wi ee $652 million annual benefit 
Ontario Works (OW) Left municipalities with Eliminated burden through uploading (began in 2010) — 
Benefits Costs significant financial $29 million annual benefit, growing to over $430 million 
ns eee ee ee ee 
“Court Security Left municipalities with Upload begins in 2012 — up to $125 million annually 
. financial burden. 4 atmatunty ee 
OW Administration Costs Frozen recognized costs _True 50:50 (2010) — over $160 million annual benefit bat 
Land Ambulance ___Frozen recognized costs _ True 50:50 (2006) — $407 million annual benefit! 
“Public | Health Costs Downloaded Uploaded to 75 per cent (2007) — $530 million annual 
2.4, sie aptiaegd ee ene me 
Gas Tax Program Downloaded transit costs First government in Ontario’s history to deliver gas tax 
dollars for public transit (2004) — $316 million annual 
ue aha ie benefit? 
Municipal Infrastructure _ Significant infrastructure investments — over 
IZ illon since 2003) 
Province’s Relationship _- Strong partnership and mutual respect (Memorandum 
with Municipalities of Understanding enshrined in 2006) — exemplified 


through 2008 Provincial—Municipal Fiscal and Service 


2 Reflects 2009-10 Gas Tax Program year. 
N Note: | Annual benefits reflect 2011 estimates unless noted otherwise. 
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Business Support Programs for Investment 
and Jobs 


The government has provided significant support to encourage business 


investment in Ontario. Although the private sector curtailed spending with the 


onset of the recession, direct government support has helped to leverage 


significant new capital investment and job creation in growing sectors. 


Since 2008, the Next Generation of Jobs Fund has committed about 
$714 million in support to 33 projects. This investment leveraged more than 


$3.9 billion in industry investment and secured 8,368 high-skilled jobs. 


Between 2005 and 2010, the Advanced Manufacturing Investment Strategy 
made loan commitments of more than $160 million to support innovative 
projects in 23 communities. This investment leveraged $1.1 billion in new 
investments and secured more than 5,100 jobs. 

Since its launch on June 4, 2010, the Strategic Jobs and Investment Fund 
has provided support of more than $83 million ($52.4 million in grants and 
$31 million in loans). This investment leveraged total industry investment of 


more than $1.4 billion and secured more than 2,200 highly skilled jobs. 


133 


2011 Ontario Budget 


Entertainment and Creative Industries 


Ontario’s entertainment and creative industries include firms engaged in 
award-winning film and video production, music, performing arts, book and 
magazine publishing, and video-game development. These industries are well 
positioned to capitalize on global growth in new products and services and create 


knowledge-based jobs. 


The government is providing targeted funding and tax incentives to support 
creative content development and help create knowledge-based jobs in dynamic 


new industries. 


Since 2003, employment in Ontario’s entertainment and creative industries has 
grown faster than employment in the broader economy. The sector employed 
approximately 304,000 Ontarians in 2010, an increase of 15 per cent, or 
39,000 well-paying jobs, from the 2003 level. 


In 2010, the Province provided approximately $290 million in tax credits to 
support Ontario’s film and television industry through the Ontario Film and 
Television Tax Credit ($110 million), Ontario Production Services Tax Credit 
($155 million) and Ontario Computer Animation and Special Effects Tax Credit 
($25 million). 


Recently announced supports to Ontario’s creative industries include: 


* providing the Ontario Media Development Corporation (OMDC) with stable, 
reliable funding — increasing its operating base by $7 million in 2010-11 
and $15 million in 2011-12 and ongoing. This enhanced support will allow 


the OMDC to further grow Ontario’s entertainment and creative industries; 


¢ investing in the Canadian Film Centre to expand its training programs by 


providing $9 million over three years; 
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* enhancements to various media tax credits in 2009, including an expansion 
of the Ontario Production Services Tax Credit from labour costs to all eligible 
production costs; and 

¢ establishing the Arts Investment Fund, which will provide $27 million over 
three years to non-profit arts groups through the Ontario Arts Council. 


In 2007-08, the government made a $75.5 million investment to support arts 
organizations and libraries, including the Royal Ontario Museum, Art Gallery of 
Ontario, Toronto Reference Library, Toronto’s Luminato Festival and Canadian 


Film Centre. 


The government will continue to work with the industry on issues surrounding 


access to finance and capital. 
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Innovation 


Research and innovation play key roles in Ontario’s evolution towards a 
knowledge-based economy for the 21st century — an economy characterized by 
rapid technological change, entrepreneurship, increasing levels of productivity and 


competition in global markets. 


Statistics Canada reports that the Ontario government has spent $3.6 billion on 
research and development (R&D) since 2003—04 — an increase of 50 per cent 
in seven years over the previous eight. Nearly 80 per cent of this funding went to 


R&D performed by universities, colleges and hospitals. 


CHART 14. Total Provincial Funding of Research and Development 


¢ Billions : 


4 


HE 2 


2003-04 to 2009-10 


Qa Me, 


1995-96 to 2002-03 


Source; Statistics Canada. 
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Since its creation in 2005, the Ministry of Research and Innovation has invested 
over $2.2 billion to strengthen the province’s knowledge-based economy and 
make Ontario a place where innovators can flourish and help create the next 


generation of jobs. 


¢ More than $600 million in operating and capital support has been provided 
through the Ontario Research Fund to foster world-class research at Ontario’s 


universities, colleges, hospitals and not-for-profit research institutes. 


¢ In 2010, the Ministry of Research and Innovation launched a $161 million 
Life Sciences Commercialization Strategy. It also committed $15 million 
to the Ontario Brain Institute, which was established in 2010 to help find 
innovative solutions for diseases of the brain. As well, the Province continues 
to support the Ontario Institute for Cancer Research, launched in 2005, 
with an annual commitment of over $80 million. Such initiatives have helped 
Ontario become a leading life sciences hub in North America, with a strong 


concentration of life sciences researchers, institutions and companies. 


¢ Through the Ontario Network of Excellence (ONE), the Province has 
developed a network of 14 regional innovation centres to transform great 
ideas into products and services for the marketplace. In 2008—09, the 
centres helped 1,400 companies and entrepreneurs to create or retain more 
than 3,400 jobs, and bring more than 700 new products and services to 
market. In 2011, ONE expanded its regional innovation network to Windsor, 
Kingston, London, Sault Ste. Marie, Thunder Bay and North Bay. 


¢ The government has helped to strengthen Ontario’s venture capital market, 
making it more attractive to institutional and other private-sector investors. 
In 2010, two of the top 10 disclosed venture capital investments in Ontario 
companies involved the Ontario Emerging Technologies Fund as a co-investor. 
As well, all emerging technology sectors in Ontario saw increased levels of 


venture capital investments in 2010. 
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In 2010, the government provided over $465 million in tax incentives to Ontario 


businesses undertaking research and development. This tax support helps them 
develop breakthrough technologies, products and services that will promote the 


rovince’s future prosperity. 
P prosp 


The Ministry of Research and Innovation is renewing the Ontario Innovation 
Agenda, launched in 2008, to help ensure Ontario’s economy remains a globally 


competitive, innovation-driven performer. 
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Highlights 


Ontario’s Economy 


RQ eR Re 


Government-projected 2011 real GDP growth — 2.4 per cent. 


Private-sector average projected 2011 real GDP growth — 2.6 per cent. 


_Government-projected 2012 real GDP growth — 2.7 per cent. 


Private-sector average projected 2012 real GDP growth — 2.8 per cent. 
Net new jobs since May 2009 — 233,400. 

Net new jobs since October 2003 — 452,000. 

Projected net new jobs from 2010 to 2014 — 480,000. 


Ontario’s Finances 


y 


y 


2010-11 deficit — $16.7 billion, $3.0 billion lower than forecast in the 


‘2010 Budget. 


2010—11 deficit as a share of GDP is projected to be 2.7 per cent. 


2011-12 deficit — $16.3 billion, $1.0 billion lower than forecast in the 
2010 Budget. 


The government’s plan to reduce the deficit and balance the budget 


is working. 
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Section A: Overview 


TABLE1. 2011 Budget — Numbers at a Glance 


onan. sEconomy: | eles eS ia Provincial Finances: pe | 

Avg. Private-s Sector Growth, 2011 il SS 26% + 2011- i RevenuePlan ~$1oss Al 
Projected Real GDP Growth, 2012 2.7% 12011-12Expense Plan. + ~~ ~~~*$128-1~»dbillion. 
Jobs since May 2009 233; 400 | 2011 12 Reserve $0.7 billion 
‘Jobs since October 2003 -—~—~—~—~—«452,000' Accumulated Deficit-to-GDP Ratio (2003-04) ~—~—«25:2% 
Increase in Real GDP tibia "81% Accumulated Defeito-GDP Rati (2010- 11) we 24.1% 
(2010 above 2003)! 

ae bape ee im nee Sa TT cn) eae ea 


i "201 rea real GDP DP and nd rea al disposable Gee Finance estimates. Reet: 


Since 2003, the government has improved education and health care, which had 

_ been neglected for too long. The government worked with Ontarians to deliver 
results in hospitals, schools and the electricity system, and did so while eliminating 
a $5.5 billion inherited deficit. In fact, until the global recession hit, Ontario’s 


financial performance was consistently strong. 


The government has overachieved on its budget targets in five of the last seven 
fiscal years. It was only after the global recession hit, and the government took 
decisive actions to stimulate jobs and economic growth, that Ontario — like many 


jurisdictions around the world — experienced a deficit again. 


Key indicators, such as real gross domestic product (GDP) and employment, are 
approaching pre-recession levels. The province has recovered 91 per cent of the 
jobs lost during the global downturn and the economy is poised for a period of 


sustained growth. 


As the economy recovers and turns the corner, the Province is well positioned 
to tackle the deficit. The government’s responsible plan to balance the budget 


is working. 
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The deficit for 2010-11 is now projected to be $3.0 billion lower than outlined 
in the 2010 Budget, an improvement of about 32 per cent from the 2009—10 
deficit of $24.7 billion forecast in the fall of 2009. Over the next two years, the 


government is on track to improve on its deficit projections by $1.7 billion, for a 


total cumulative improvement of $4.7 billion over three years. 


CHART1. Ontario's Fiscal Performance 


Fiscal Balance : SS 
($ Billions) Actual = Interim 
2009-10 2010-11 


Medium-Term Outlook 
2012—13 2013-14 


Plan 
2011-12 


AA 


0.0 
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(20.0) 
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St SR RRS GS GG GS GS es 
ns ee f 


@ Performance! 


(25.0) egayes 
(24.7) SS Fiscal Forecast? 


1 Represents current forecast for 2010-11 to 2013-14. For 2009-10, actual results are presented. 
2 Forecast for 2010-11 through 2013-14 based on the 20/0 Buaget. Projection for 2009-10 from the 2007 Ontario 
Economic Outlook and Fiscal Review. 


Beyond 2012-13, the government remains on track to meet the fiscal targets 
outlined in the 2010 Budget. This includes a $13.3 billion deficit in 2013-14, 
followed by steadily declining deficits and return to a balanced budget 

by 2017-18. 
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Section B. 2010-11 Interim Fiscal 
Performance 


The 2010 Budget projected a deficit of $19.7 billion in 2010-11. The deficit for 
2010-11 is now projected to be $16.7 billion — $3.0 billion lower than outlined 
in the 20/0 Budget and an improvement of about 32 per cent from the 2009-10 
deficit of $24.7 billion forecast in the fall of 2009. This fiscal improvement is in 
large part the outcome of the government’s continued efforts to control growth in 
expense while protecting the public services that matter most to Ontarians, such 


as education and health care. 


The government has a responsible plan to balance the budget. As demonstrated by 
the 2010-11 interim results, this plan is working. 


TABLE 2. 2010-11 In-Year Fiscal Performance 


($ Millions) 


SESE URE Diets nddldlnae AOU WET 
106,185 


Expense 


Interest on Debt ii eel peat ool EASE GRO Eee 
Total Expense 125,857 


a A Ria vane), os TROT a Sue WERT re tO S0E): 


Reserve . (COS aay _ . (700) 
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The interim outlook for 2010—11 indicates a revenue decrease of $0.7 billion 
from the 2010 Budget forecast. Total expense for 2010-11 is projected to 
decrease by $3.0 billion from the forecast published in the 2010 Budget. This is 
the second consecutive year for which the government is expecting a decrease in 
total expense when compared with the Budget Plan for that year. These results 
demonstrate the government’s ability to control the growth in expense through 


prudent fiscal management while protecting public services. 


As expense is forecast to come in under budget, the $700 million reserve, put in 
place to protect against unexpected changes in the economic and fiscal outlook, 
has been used to improve the Province’s fiscal performance and reduce the 


2010-11 deficit. 


The interim results for 2010—11 are based on the best information available as of 
early March 2011. Given the preliminary nature of these estimates, the interim 
forecast is subject to change as actual Provincial revenue and expense are finalized 
in the 2010—11 Public Accounts this summer. 
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AAU SI 


In-Year Revenue Performance 


Total revenue in 2010—11 is estimated to be $106,185 million. This is 

$682 million (0.6 per cent) below the amount projected in the 2010 Budget. 
This would be a relatively small variance from forecast when compared with 

the experience of recent years. Revenue became much more predictable as the 
Ontario economy stabilized and economic growth occurred, broadly in line 

with the 2010 Budget planning assumptions. Most of the net revenue variance 
reflects changes in 2010—11 expenses, including a decrease in infrastructure 
funding offset by lower capital spending and a decrease in power supply contract 
recoveries fully offset by lower power supply contract costs. Excluding these 
decreases, revenue is estimated at $140 million, or 0.1 per cent, below the 


2010 Budget forecast. 
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TABLE 3. Summary of Revenue Changes Since 2010 Budget 
($ Millions) 


Interim 
Taxation Revenue 


Personal Income Tax (2,181) 
Corporations Tax 860 
Education Property Tax 44] 


Land Transfer Tax 226 


Tobacco Tax . 192 
Electricity Payments-In-Lieu of Taxes (186) 
Ontario Health Premium — Bus 96 


pactiec is scone re 


~~ Employer Health Tax 83 
All Other Taxes 222 


7 SCNT SE A UK Wins lee Crees seen. : Ne eee 


Infrastructure (438) 
All Other Government of Canada (247) 


Income from Government Business Enterprises 


Ontario Power Generation Inc /Mydro One Inc. 82 
Liquor Control B Board of Ontario 79 


Ontario Lottery and Gaming Corporation 66 


All Other Government Business Enterprises 2 ee: 


Other Non-Tax Revenue 


All Other No Non-Tax Revenue on) apes fil | 
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NAL ee eT RETNA 


Revenue Changes 


Highlights of key 2010—11 revenue changes from the 2010 Budget forecast are 


as follows: 


¢ Personal Income Tax (PIT) revenues are estimated to be $2,181 million 

lower, mainly due to weaker revenues from processing 2009 tax returns. 

Since the 2010 Budget, processing of 2009 tax returns has lowered the base 
upon which growth is applied in forecasting PIT revenues for 2010-11. 
Lower revenues than estimated at the time of the 2009—10 Public Accounts 
resulted in a one-time decrease of $477 million in 2010—11 as variances from 
past Public Accounts are reflected in the current year. Stronger-than-expected 
growth of wages and employment in 2010 offset some of the reduction 


related to weaker 2009 results. 


¢ Corporations Tax (CT) revenues are estimated to be $860 million higher 
as a result of processing 2009 tax returns since the 2010 Budget. This has 
raised the 2009—10 CT base upon which growth is applied in forecasting 


~ revenues for 2010—11. 


¢ Education Property Tax (EPT) revenues are projected to be $441 million 
higher, largely due to a revenue-neutral reporting change whereby the energy 
component of the Ontario Energy and Property Tax Credit is now netted 
against sales tax rather than EPT. 


¢ Land Transfer Tax (LTT) revenues are estimated to be $226 million above 


the 2010 Budget Plan due to strength in the housing market. 


¢ Tobacco Tax revenues are estimated to be $192 million higher due to 


improved enforcement activities. 


* Electricity Payments-In-Lieu of Taxes (PILs) are estimated to be 
$186 million lower than the 2010 Budget Plan, primarily due to lower 
Ontario Power Generation (OPG) income tax PILs, resulting from the 
resolution of tax uncertainties related to the completion of prior-year 


tax audits. 
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Ontario Health Premium revenue is $96 million above the 2010 Budget 
Plan, reflecting stronger personal income growth and a one-time positive 
adjustment of $39 million in 2010-11 for understating revenues in prior 


years’ Public Accounts. 


Sales Tax revenue is projected to be $90 million lower, reflecting 
the revenue-neutral reporting change with respect to EPT noted above, 


partially offset by stronger-than-forecast consumption spending growth. 


Employer Health Tax revenues are estimated to be $83 million higher due 


to stronger growth in wages and salaries. 


All Other Taxes revenues combined are estimated to be $222 million higher 
on a net basis, largely reflecting higher revenues from the Preferred Share 


Dividend Tax, as well as from Fuel and Gasoline taxes. 


Transfers from the Government of Canada for Infrastructure projects are 
estimated to be $438 million below forecast, largely due to revised timelines 


for spending on infrastructure projects. 


All Other Government of Canada transfers were $247 million lower, 
largely due to a deferral of Canada Health Infoway funding to future years and 


lower transfers to consolidated agencies. 


The combined net income of Ontario Power Generation Inc. and Hydro 
One Inc. is estimated to be $82 million above the 2010 Budget forecast, | 
largely due to higher transmission revenues at Hydro One as a result of higher 
peak-energy demand in the summer of 2010 and lower operating costs 

at Hydro One and OPG. This is partly offset by the impact of lower OPG 


hydroelectric production due to low water levels. 


Net income from the Liquor Control Board of Ontario is projected to 
be $79 million higher due to strong sales, expense management and stronger 


returns on store capital investment. 
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¢ Net income from the Ontario Lottery and Gaming Corporation is 
projected to be $66 million higher, largely due to higher gaming revenues 


from lotteries and decreased operating costs across all lines of business. 


e Net income from All Other Government Business Enterprises combined 


is $6 million higher. 


¢ Power Supply Contract Recoveries are expected to be $104 million 
lower, primarily due to lower support payments under the Lambton and 
Nanticoke contingent support agreement as a result of higher electricity 
market prices in 2010. This decrease is fully offset by lower power supply 


contract costs. 


¢ All Other Non-Tax Revenue combined is $211 million higher, largely 
reflecting the sale of a portion of the Province’s General Motors shares and 
the Province’s share of civil settlement agreements with certain tobacco 
manufacturers related to the movement of contraband tobacco in the 


early 1990s. 
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In-Year Expense Performance 


Total expense in 2010-11 is currently projected to be $122,871 million, 

a decrease of $2,986.1 million from the 2010 Budget forecast. Program expense 
in 2010-11 is also projected to be lower than forecast in the 20/0 Budget. 

This decrease reflects the government’s prudent approach to managing expense, 
which resulted in 21 of 29 ministries now projecting to spend below their 

2010 Budget allocation, and a portion of the contingency funds being available 
to be redirected to reduce the 2010-11 deficit. The improvement in expense 
performance is also due to revised schedules in implementing infrastructure 


projects, including economic stimulus projects. 


Interest on debt expense is $434.2 million lower than forecast in the 2010 Budget, 
primarily reflecting lower interest rates and a lower deficit than projected at the 


time of the Budget. 
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TABLE 4. Summary of Expense Changes Since 2010 Budget 
($ Millions) 


Interim 


Program Expense ise Changes! | 


LT a eee eal — 
ee ee ee ok we te ne Bes 
_ Postsecondary and Training Sector Pee ede, te. g ORL, 
ae TlOTers, and;socla Services Sect oe ue oF eee yi ddd. 

Justice Sector bie Tie <9 ; 0.8) » 
__Dther Programs. eee SO RE ere re Ny ere Remmene) 

Unused. Contingency Funds Funds Agi pase’: ee on tie Ci ati 304. 304.5) 
Total Program ‘ExpenseChanges ak lata SLM ce hel ge 551.9), 
Antereston Debt) 4 ibn cA) lattes Said Wye, ee A994. 2) 
‘Total Expense Changes Since 2010 Budget 2,986.1) 


' Excludes fiscally neutral transfers between ministries. 
2 Excludes Teachers’ Pension Plan. 


Expense Changes 


With almost three-quarters of ministries expecting to spend below their 2010 
Budget allocation, interim expense projections in most sectors are considerably 
lower than originally forecast. Highlights of key expense changes since the 
2010 Budget include the following: 


¢ Health sector expense is projected to decrease by $454.0 million, primarily 
due to revised Electronic Health Record project plans, lower-than-expected 
uptake in vaccine and assistive devices programs, and the extended deadline 


for short-term stimulus projects. 


¢ Education sector expense is projected to be largely on target with the 
2010 Budget. 


* Postsecondary and Training sector expense is projected to decline 
by $462.6 million, primarily due to lower-than-expected demand for 
labour-market and training programs as a result of improvements in the 


economy, and revised implementation schedules for infrastructure projects. 
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Children’s and Social Services sector expense increased by 

$13.1 million, mainly due to an increase of $33.5 million in the Ministry of 
Children and Youth Services, primarily to support child protection services, 
offset by net direct operating savings of $20.4 million within the Ministry of 


Community and Social Services. 


Justice sector expense decreased by $70.9 million, primarily due to revised 
schedules for justice infrastructure projects, including courthouses and 


correctional facilities. 


Other programs expense is projected to decrease by $281.2 million, 
reflecting the balance of changes in program expense. These include 
ministries’ savings as a result of prudent management of expense, 
underspending due to revised schedules for implementing infrastructure 
projects and the decrease in costs corresponding to the decrease in power 


supply contract recoveries outlined earlier in this section. 


Contingency Funds, included in the 2010 Budget to protect against 
unforeseen changes in expense, have decreased by a total of $1,304.5 million 
to $250.0 million, as the government’s prudent approach to managing 
expense meant that the full amounts were not required to fund programs and 


are available to reduce the 2010—11 deficit. 


Interest on Debt expense is $434.2 million lower than forecast in the 
2010 Budget, primarily reflecting lower interest rates and a lower deficit than 


projected at the time of the Budget. 


The expense changes in Table 4 are net of fiscally neutral interministry transfers. 


Of particular note is the transfer of $836.7 million of child care policy and 


program responsibilities to the Ministry of Education from the Ministry of 


Children and Youth Services to facilitate smoother transitions for children from 


the 


child care system to the education system. 
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Section €: Ontario’s Economic Outlook 


Overview 


The Ontario economy is turning the corner after the global recession and is 


poised for a period of sustained growth. 


The best sign for people that Ontario’s economy is growing is the rebound in job 
creation. During the recession, Ontario had a net loss of 257,000 jobs. Through 
to February 2011, more than 233,000 net new jobs have been created, recovering 


91 per cent of the jobs lost during the recession. 


CHART 2. Rebound in Job Creation 
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Source: Statistics Canada. 


2011 Ontario Budget 


The Ontario government, like other jurisdictions in Canada and around the 
world, chose to help lessen the impact of the recession through short-term 
infrastructure stimulus investments that created jobs and helped restore growth. 
The government’s Open Ontario plan also improved Ontario’s long-run economic 
fundamentals by investing in knowledge, skills and the green economy, and by 
dramatically improving business competitiveness through Ontario’s Tax Plan for 
Jobs and Growth. (For more information on Ontario government economic 


policies, see Chapter I, Section A: A Better Tomorrow). 


Ontario’s real gross domestic product (GDP) grew by an estimated 2.8 per cent 
in 2010, following declines of 0.9 per cent in 2008 and 3.6 per cent in 

2009. The Ministry of Finance plan is based on Ontario real GDP increasing 

2.4 per cent in 2011, 2.7 per cent in 2012 and 2013, and 2.6 per cent in 2014. 
This projection was reviewed by members of the Ontario Economic Forecast 
Council,’ who all concluded that these were reasonable assumptions for planning 
purposes. The Ministry of Finance planning assumptions are slightly below the 
average among private-sector forecasters for Ontario real GDP growth available 
at the time this Budget was finalized. The modest but solid pace of growth reflects 
a fundamentally sound domestic economy and continued increases in global | 


demand for Ontario’s exports. 


TABLE5. Ontario Economic Outlook 


(Per Cent) 


Se eee 
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gins = Ontari rio Ministry of Fin Ontario Ministry of Finance planning projection. ee 
Sources: Statistics Canada and Ontario Ministry of Finance. 


' Based on information available to March 4, 2011. 
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Continued Economic Recovery in Ontario 


Ontario’s key economic indicators, such as employment and real GDF 
are approaching pre-recession levels. Renewed growth has been supported by 
the strong foundations of the Ontario economy, rising international exports and 


extensive government stimulus measures. 


While the economy is turning the corner, many Ontario families and businesses 
continue to feel the lingering effects of the global recession. Unemployment 
remains higher than in 2008 and business profits are well below levels reached 


before the recession. 
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Ontario’s real GDP increased for five consecutive quarters from the third quarter 


of 2009 to the third quarter of 2010. The economy was 1.5 per cent below its 
pre-recession level in the third quarter of 2010. Recent statistics indicate that 
the economic recovery strengthened in the final quarter of 2010 and continued 
into 2011. It is likely that the economy will have surpassed pre-recession levels in 


the first quarter of 2011. 


CHART3. Ontario Real GDP 


Billions of Chained (2002) Dollars 
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Job creation has been solid in recent months, with employment increasing 

by almost 17,000 net new jobs per month on average from November to 
February. Job creation in Ontario and Canada has been very solid compared to 
the experience in most other developed countries. While jobs in Ontario are 
near pre-recession levels, other jurisdictions such as the United States and the 
United Kingdom have only recovered a very small portion of their job losses — 


14.5 per cent and 38.9 per cent, respectively. 


CHART4. International Comparison of Employment Recoveries 


United Slates «= '=s(=‘“‘é‘iNR Kingdoms = (  Ontarg 


Sources: Statistics Canada, U.S. Bureau of Labor Statistics, U.K. Office for National Statistics and OECD. 
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Ontario has also fared well compared to most other provinces and ULS. states. 
Since May 2009, Ontario employment has grown 3.6 per cent, above that of the 
other large Canadian provinces and well ahead of all comparable U.S. states, some 


of which continue to see declines in employment. 


CHART5. Employment Growth Since May 2009 


Per Cent 


Note: Total U.S. employment is taken from the Current Employment Statistics Survey, while state employment 
is from Local Area Unemployment Statistics. Canada and provinces are updated with February 2011 data. 
Sources; Statistics Canada and U.S. Bureau of Labor Statistics. 
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The unemployment rate in Ontario has fallen from 9.4 per cent at the height | 
of the recession to 8.0 per cent. While there has been a solid recovery in 
employment so far, there has also been an increase in the number of Ontarians in 
the labour force. As a result, the Ontario unemployment rate remains well above 


the pre-recession rate of 6.5 per cent: 


CHART6. Ontario Unemployment Rate Declining 
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Source; Statistics Canada. 
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A number of factors, including Ontario’s Tax Plan for Jobs and Growth, have 
contributed to Ontario’s robust recovery from the recession. Boosted by a 
rebound in U.S. economic activity, Ontario exporters have played a key role in 
fuelling the recovery. Last year, total international merchandise exports rose 

by over 16 per cent, supported by a 35 per cent rise in automotive exports. 
Exports to the United States rebounded by almost 15 per cent. To date, Ontario’s 
international merchandise exports have recovered 82.8 per cent of the losses 


sustained during the recession. 


CHART7. Exports Recovering Strongly 
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Sources. Statistics Canada and Ontario Ministry of Finance. 


Government stimulus has been essential in supporting jobs through the recession 
and boosting the economic recovery. Monetary policy contributed to the recovery, 
with central banks around the world lowering interest rates and enacting measures 
to keep financial markets operating smoothly. The Bank of Canada lowered 

its target for the overnight rate to 0.25 per cent in April 2009, providing an 
unprecedented amount of monetary stimulus for the economy. As the economy 
recovered, the Bank increased its overnight rate target through the spring and 


summer of 2010 to its current level of one per cent. 
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Governments also responded with extensive fiscal stimulus. In 2009-10 and 
2010-11, the Province invested $26 billion in infrastructure, including nearly 
10,000 stimulus projects. Ontario and the federal government have announced 
an extension of the stimulus funding deadline to October 31, 2011, for qualifying 
projects. Public-sector capital expenditure in Ontario, by all levels of government, 
increased by 24.7 per cent in 2010 and is expected to remain strong in 2011, 


increasing by 2.4 per cent. 


CHART8. Recovery Supported by Strong Government Investment in 2010 


Source; Statistics Canada. . 


The Ontario government also responded with the Open Ontario plan, improving 
the province’s economic fundamentals, encouraging an environment for job 
creation, and protecting schools and hospitals. It helped students attend college 
and university, retrained laid-off workers and gave Ontario businesses tools to 


create jobs. 
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The Global Economic Environment 


Ontario’s economic outlook is heavily influenced by global economic and financial 
conditions, particularly demand for Ontario’s products, oil prices, the value of 
the Canadian dollar and interest rates. Average private-sector forecasts for these 


factors are summarized in the table below. 


TABLE6. External Variables 


Average Private-Sector Forecast 


“World Rea eal C DP C sets h (Pel "te ae “Oba SSS . ee st oe 1s aa weet 16 soossnnate “Te 


corer ce (i Oba) Rae net a ae ee 31 
Crude Oil! West Texas Intermediate = 6184 19.4a 99.7 102.2 100.6 100.1 
{US/obL) Brent = a 96a 109-4 109-1007 1085.3 
Canadian Dollar (Cents US) 8A 100-099. 99. BL 
Three-Month Treasury Bill Rate* (Per Cent) 0.3a 0.6a 14 2.6 3.7 42 


a= “actual. 

! Based on crude oil futures contracts over the two-week period ending March 4, 2011. 

? Government of Canada interest rates. 

Sources: U.S. Bureau of Economic Analysis, Blue Chip Economic Indicators (March 2011), IMF World Economic Outlook Vanuary 2011 
and October 2010), New York Mercantile Exchange and Ontario Ministry of Finance Survey of Forecasts (March 2011). 


The United States is Ontario’s most important export market, accounting 

for about 80 per cent of the province’s international exports in 2010. Recent 
indicators point to strengthening growth in the U.S. economy. Real GDP advanced 
0.7 per cent in the fourth quarter of 2010, following growth of 0.6 per cent in 

the third quarter. Increased spending by U.S. consumers and an improvement 

in the ULS. trade balance have supported the recent improvement in overall 

GDP growth. 
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After expanding by 2.8 per cent in 2010, U.S. real GDP growth is expected 

to accelerate to 3.1 per cent in 2011 and 3.3 per cent in 2012. Continued 
momentum in industrial production and business investment will lead the U.S. 
recovery while gradual improvements in U.S. household debt levels will support 
increased consumer spending. The improved outlook reflects the U.S. federal 
government’s recent decision to extend tax cuts, as well as additional monetary 


stimulus from the Federal Reserve. 


CHART9. U.S. Economic Recovery to Continue 


~ Real GDP Growth 
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p = private-sector survey average. 
Sources: U.S. Bureau of Economic Analysis and B/ue Chip Economic Indicators (March 2011). 
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The auto industry is a key part of Ontario’s economy and its performance is tied 
to U.S. demand. In 2010, ULS. auto sales increased 11 per cent to 11.6 million 
vehicles, recovering from a recent low of 10.4 million units in 2009. Auto sales are 
expected to strengthen to 13.2 million units in 2011 and to continue improving 


steadily to 14.9 million units by 2014. 


CHART 10. U.S. Light Motor Vehicle Sales to Rise 
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Sources: U.S. Bureau of Economic Analysis and Blue 2 Oh Economic pacairs (March 2011). 


Despite this brighter outlook, significant challenges remain for the U.S. economy. 
The U.S. job recovery has been weak and could lead to stalled economic growth 
and U.S. demand for Ontario products. As well, the U.S. housing market 

remains fragile and will likely continue to represent a risk to U.S. growth. 

Despite improvements in the U.S. current account deficit in recent years, 
continued reductions are necessary to avoid potentially destabilizing swings in 
international capital flows and exchange rates. Finally, the timing and pace of fiscal 


consolidation in the United States could also restrain future growth. 
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Oil prices have increased by almost 130 per cent since February 2009. 

The strengthening global economic recovery has increased the demand for oil, 
putting upward pressure on prices. Recently, political instability in 

oil-producing nations in North Africa and the Middle East has pushed prices 
higher and increased uncertainty as to their future path. Higher oil prices raise 
costs for consumers and businesses and can lower spending on other goods 

and services. As Canada is a significant oil producer, high oil prices have been 
strengthening the Canadian dollar as well. However, Ontario imports essentially all 
of the crude oil and a significant share of the refined petroleum products used in 


the province. The imports come both from other provinces and other countries. 


As the global economy continues to recover, oil prices are expected to continue 
to rise. Based on the average West Texas Intermediate (WTT) crude oil futures 
contract,* the price of oil is projected to be $99.7 US per barrel in 2011, rise 
to an average of $102.2 US per barrel in 2012, and stabilize at around $100 US 
per barrel in 2013 and 2014. Based on futures contracts for the Brent crude 

oil benchmark,’ the average price is projected to be $109.4 US per barrel in 
2011, $109.1 US per barrel in 2012, and average $106.0 US per barrel in 2013 
and 2014. 


2 For planning purposes, the Ontario Ministry of Finance forecast is based on the average crude 


oil futures contract over the two-week period ending March 4, 2011. 
* In 2010, 20 to 25 per cent of Ontario’s crude oil supply was estimated to be priced off the 
Brent crude oil benchmark, with the balance priced off the North American WTI crude oil 


benchmark. 
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CHART 11. Continued High Oil Prices Expected 


Oil Price: West Texas Intermediate (WTI) and Brent 
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p = Ontario Ministry of Finance planning projection. 
Sources: New York Mercantile Exchange and Ontario Ministry of Finance. 
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The Canadian dollar has appreciated steadily relative to the U.S. dollar since 
September 2010, reaching parity in December 2010. This strength can be 
attributed to rising commodity prices, as well as higher interest rates compared 
with the United States. In addition, Canada’s strong economy, solid fiscal position 
and sound financial system have supported the rising value of the Canadian dollar. 
Private-sector forecasters expect the exchange rate to average close to parity over 


the next four years. 


CHART 12. Canadian Dollar to Remain Close to Parity 
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= Ontario Ministry of Finance planning projection. 
Oies Bank of Canada and Ontario Ministry 7 Finance. 


A higher dollar makes it more challenging for Ontario’s exporters to compete 
internationally and for domestic firms to compete with foreign producers. 
However, a strong dollar also lowers the cost of importing productivity- 
enhancing machinery and equipment, which improves the competitive position 


of Ontario businesses. 
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Canadian interest rates have trended higher in recent months, but remain at 
low levels by historical comparison. Since last September, the Bank of Canada 
has maintained its target for the overnight rate at one per cent, following three 


increases of 25 basis points through the spring and summer of 2010. 
CHART 13. Interest Rates to Rise 
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p = Ontario Ministry of Finance planning projection. 
Sources: Bank of Canada and Ontario Ministry of Finance. 


As the pace of the economic recovery strengthens, the Bank is expected to 
resume increasing interest rates to more historically normal levels. Private-sector 
economists expect the interest rate on three-month treasury bills to average | 
1.4 per cent this year and to rise to 4.2 per cent by 2014. The yield on 10-year 
Government of Canada bonds is expected to rise from 3.5 per cent this year to 


4.9 per cent by 2014. 


Interest rates affect consumer spending and business investment, as well as the 
projected expense for interest on the Province’s debt (see Chapter IV: Borrowing 


and Debt Management). 
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Risks to the Ontario Economic Outlook 


Table 7 provides the impact of changes in key external factors on the growth 
of Ontario’s real GDP, assuming that other external factors remain stable. 
The relatively wide range of the impacts reflects the challenges inherent with 


forecasts of economic growth in an uncertain environment. 


TABLE7. Impacts of Sustained Changes in Key External Factors on 
Ontario’s Real GDP Growth 


(Percentage Point Change) 
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“Source: e: Ontario Ministry of Finance. 


The significant increase in household debt relative to income over the past several 
years also represents a risk for Canada’s economic recovery. The rise in household 
debt has coincided with a downward trend in personal saving rates. A sudden or 
significant change in economic conditions, such as sharply higher interest rates, 


could place some households in a vulnerable financial position. 
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Outlook for Continued Ontario Economic Growth 


The Ministry of Finance is projecting continued solid growth in Ontario’s 
economy over the next four years, supported by gains in household spending, 
strong growth in business capital investment and a gradual strengthening of 
Ontario’s trade balance. Private-sector economists are unanimous in forecasting 


continued solid economic growth for Ontario in 2011 and over the next 


several years. 


CHART 14. Ontario Real GDP Growth 


Per Cent Change 
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e = Ontario Ministry of Finance estimate. p = Ontario Ministry of Finance planning projection. 
Sources. Statistics Canada and Ontario Ministry of Finance. 
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Strong growth in the United States is expected to underpin rising global demand 


for Ontario exports. Auto sales in the United States are expected to rise, boosting 
demand for Ontario manufactured vehicles and parts. Ontario’s trade with 

the rest of the world will benefit from increased global demand, particularly 

from emerging markets, for commodities, industrial goods, and machinery and 
equipment. Real exports are forecast to increase by 4.9 per cent in 2011 and 


continue to rise at a solid pace through 2014: 


CHART 15. Ontario Real Exports to Rise 
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In recent years, Ontario has seen a significant evolution in both the composition 


and destination of its exports. Between 2005 and 2010, Ontario’s international 
exports declined by 15 per cent but exports to other provinces rose by over 

15 per cent. Over the same period, merchandise exports to the United States 
declined by 28 per cent while exports to countries other than the United States 
grew by over 54 per cent. Similarly, exports of services — including financial 
services, professional, scientific and computer services (including business 
consulting), and transportation — jumped by over 18 per cent, while exports of 
goods declined by 14 per cent. This increasing diversification in the composition 


of Ontario’s exports is expected to continue through the forecast period. 


CHART 16. Ontario Exports Shifting to New Markets 


Per Cent Change, 2005 to 2010 
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Sources: Statistics Canada and Ontario Ministry of Finance. 


Chapter II: Ontario’s Economic Outlook and Fiscal Plan 


Improving business conditions are expected to support a strong continued 
rebound in corporate profits, which are projected to rise by 12.2 per cent in 2011 
and by an average of 6.8 per cent annually between 2012 and 2014. 


The rebound in corporate profits, coupled with rising global demand and 
increased tax competitiveness due to Ontario’s Tax Plan for Jobs and Growth, 
which includes the Harmonized Sales Tax (HST) (see Chapter III: Tax and Pension 
Systems for Ontario’s Future), will support strengthening business investment over the 
forecast horizon. Real business investment in machinery and equipment jumped 
by over 10 per cent in the third quarter of 2010, the strongest quarterly gain since 


1998. Investment in machinery and equipment is expected to continue growing at 


a solid rate, rising by an average of 7.1 per cent annually between 2011 and 2014. 


CHART 17. Solid Rebound in Machinery and Equipment Investment 
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e = Ontario Ministry of Finance estimate. p = Ontario Ministry of Finance planning projection. 
Source: Ontario Ministry of Finance. 
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Employment is projected to increase by 1.7 per cent in 2011 and strengthen 


to an average growth rate of 1.8 per cent annually over the 2012 to 2014 
period, resulting in nearly 500,000 more jobs in 2014 compared to 2010. 


The unemployment rate is expected to average 8.2 per cent in 2011 and decline 


steadily to 6.7 per cent by 2014. 


CHART 18. Half a Million Jobs Expected 
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Strengthening employment will support solid gains in labour income. Labour 
income is projected to rise by 4.3 per cent in 2011 and then average 4.7 per cent 
over the 2012 to 2014 period. Personal income is projected to grow by 

4.2 per cent in 2011 and average 4.5 per cent over 2012 to 2014. Personal 
income growth will outstrip the projected 2.1 per cent average annual growth 


in consumer prices over the 2011 to 2014 period. 


176 


Chapter II: Ontario’s Economic Outlook and Fiscal Plan 


Rising employment and increasing incomes will spur growth in household 
spending. Real consumer spending is projected to increase by 2.7 per cent in 
2011, with retail sales growing by 4.1 per cent. Over the medium term, real 
consumer spending is expected to grow by an average of 2.6 per cent annually 


from 2012 to 2014, while retail sales grow by an average of 4.1 per cent. 


Private-sector forecasters expect Ontario’s Consumer Price Index (CPI) inflation 
rate to be 2.3 per cent in 2011, down slightly from 2.5 per cent in 2010. It is 
projected to average 2.0 per cent from 2012 to 2014, the mid-point of the Bank 


of Canada’s range for Canadian CPI inflation. 
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According to private-sector forecasters, home resales are expected to slow in 
2011 from last year’s very strong pace but are projected to begin to recover 
by 2013. House price increases are expected to be more moderate, increasing 
by an average of one per cent between 2011 and 2014. Population growth will 
continue to sustain demand for new homes, with housing starts projected to 


reach 68,600 units by 2014. 


CHART 19. Housing Starts to Strengthen 
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Details of the Ontario Economic Outlook 


The following table provides details of the Ministry of Finance’s economic outlook 


for 2011 to 2014. 


TABLE8. The Ontario Economy, 2009 to 2014 


(Per Cent Change) 


Actual Projection 
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WAAAASAAAASOUADAAADASAASASALAASASASAAAADSAAADAAAALLSBAAAUABEAAAAAIAOLAAASILAEADADASALUDLDIBLDLPSILDSELASABLADLPLELASASDLAASDSS SADSEDSDESESED vecssaaasunsnnssnsassnsssssassassssssssatsossanssasinissssssssssssssssaasassnsnsassseltaasansssnsnssssnnassassannssaassannasnnsnasssasasasnasasnnnrannassnesssnssnintintasssssctnnsssstassinssssisessessastnsssnisissnasssioassnaansssssinnssssssnsssssassaaasaasninnisins 


Job Creation (000s) (164) 108 + 116 118 126 120 


Unemployment Rate (Per Cent) 9.0 BT) 82 TTB 


Key External Variables iq 


WTI Crude Oil ($ US per Barrel) 61.8 i) fie O97 102.2 100.6 100.1 


__US.Real Gross Domestic Product (2.6) 281 ae a a ee 
Canadian Dollar (Cents US) 87.6 * OF Li 100.0 Mek dy 99.3 98.1 


mroneoroanannecssscesaretnstaerevennrearnattececnterarecceninwerecerentetnectetnteteceenesecenceerentenenvanecrcetncacscstnenceceeninecnnnseneenete. veceneseseet pace 


3-month Treasury Bill Rate* 0.3 06: 14 2.6 3.7 4.2 


_l0-yearGovernmentBondRate* 3.33.21 35 AAT 


e = estimate. 

* Government of Canada interest rates (per cent). 

Sources: Statistics Canada, Canada Mortgage and Housing Corporation, Bank of Canada, New York Mercantile Exchange, 
U. S. Bureau of Economic Analysis, Blue Chip | Economic Indicators (March 2011) and nd Ontario Ministry of Finance. 
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Private-Sector Forecasts 


The Ministry of Finance tracks private-sector forecasts to inform the 
government’s planning assumptions. Private-sector forecasters are projecting, on 
average, that Ontario real GDP will grow by 2.6 per cent in 2011, 2.8 per cent in 
2012, 2.8 per cent in 2013 and 2.7 per cent in 2014. 


TABLE9. Private-Sector Forecasts for Ontario Real GDP Growth 


(Per Cent) 


2011 2012 20132014 
Central 1 Credit Union (February) NURS cme ae rrme Pees Me 2.9 
Centre for Spatial Economics January) iS ee ee oa ans 2A ce 
IBC World Markets (February) z 
Desjardins Group (March/December), = 
JhS Global Insigne Ganuaryy eee 
RBCFinancial Group (March) oo le ee fee: 
speotianank Group (Maren i fuer ie ae SO ieee eh a eee 
‘University. of Toronto ) (February) ihe a ie SA et ee ey es 3.4 33 
Private-Sector Survey ey Average on ee 
Ontario's Planning Assumption 2.4 Wao. 2.1 2.6 


Sources: Ontario Ministry of Fi Finance ‘Survey of Forecasts (March 201 1) and Ontario Ministry of Fi ina ance. = 


The Ministry of Finance consults extensively with private-sector economists to 
ensure reasonable and accountable economic projections. The Minister of Finance 
met with private-sector economists in the process of preparing the 201 1 Budget. 
Additionally, the Ontario Economic Forecast Council, established as part of the 
Fiscal Transparency and Accountability Act, 2004, reviewed the Ministry of Finance’s 
economic assumptions in March 2011. The Economic Forecast Council is 
composed of Peter Dungan, Policy and Economic Analysis Program, University 

of Toronto; Glen Hodgson, The Conference Board of Canada; and Ernie Stokes, 
The Centre for Spatial Economics. All council members found the assumptions to 


be reasonable. 
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ATMA 


Comparison to the 2010 Ontario Budget 


TABLE 10. Changes in Key Economic Forecast Assumptions 2011 Budget 
Compared to 2010 Budget 


(Per Cent Change) 


A Rae ee Mae 2012 _ 


7010 P20 ~ 2011, +«2010~=«*«C 
| Budget Actual Budget Budget Budget Budget 


SELLLLLLLLLLLED a areal mean LET Cc 


Real Gross Domestic j Zi 2.8¢ 3.2 2.4 32 2 
: 


“Nominal ‘Gross Domestic 
Product 


co c— ee 50 zs an iia 


eestor Su ant nr OAR eA OO Peay erOnT RS EOP OR fiche srepbe mt fone eedih nana tn be Ww rh Brier ciel cbs otoeeato ee spre Be ore esata mun RAE SPh NA lon Bt. SRA Rate na BoeP Hoenn lak OAM RM ar Seti Peeee bah Gack ths te ieee 


Housing Starts (000s). | 08.0 60.4, 60.0 58.6 | 70. ite 63.8 


ee EE ESN Noe oe ORI SLI TI SEE ap ronson ees Seer ntar stares sey we ON) een Sty Sobel ey eee oe ea a e-mrmenaard ri fumase Seger, i" area hy Se nn re 


Personal Income 3.3 4.0e | 43 4, 2 4.8 4.4 


r omecasinannswurenernmeetvennaceinasoeerebneroebarcnsscnnnetantasecneeceentce anatbnsstenineetenerntasanacnscrevhaetateceiecncenTtarcontnettn tier Sa ae ae ara re a wintonuconcoretoreedbectnsivecournarmnccuetnebnieneriarenesastnrescenicantesconbintenctnscbebnreseivascncenenntinneienttie 


‘Comporate Profs | ——=«adO—Ssdle| «dS S22) 8S 
“Employment 1.1 17 cn) le 17, 


Job Creation (000s) 23 108 139 1G 


‘WTI Crude Oil | 82.1 7194) 85.7 99.7 
J “LOOPED EEUGIE Ste vo rele eee acd cdrecete ld Meeieitiaa Satcale cl AME ddl neal ba 
U.S. Real Gross Domestic 3.1 2.8 | 3.0 3.1 | 3.4 33 

Product 


«i anc en po ens apnoea Re anv PenRETN EE Reni rane meerrbceeee fh ocerrrynere Re its, SA a INE RU eee Steak WA APAAORAAAROCOARMODORADILCSLDANIELRLALMOBLOIDIDISODONERADALOD HOBCCENSNDDOLAE~ODDASONAAEHbA WAAACOLOOCRAMOCOLALACLOLICODLOLOLDAOOLORADIESOBEALUBNESLDEDASIDODIOBDADAAMESLDASEDIDADODIODDAOE 


| 
3-month Treasury Bill | 0.6 06. | 2.2 id 
10-year Government Bond a7 3.2 | 4.2 3.5 | 4.8 4.1 
Rate* (Per Cent) | 


Si eee ecaieedieeaacancelaeaiaadaaieie hades ntaaedanadaeiaeeniceemamantamsaenannaata aaaddimemenemtane LEE LLL 


e= = Ontario Ministry of Finance estimate. 

* Government of Canada interest rates. 

Sources: Statistics Canada, Canada Mortgage and Housing Corporation, Bank of Canada, New York Mercantile Exchange, 
_U.S. Bureau of Economic Analysis, Blue Chip Economic Indicators (March 2011) and Ontario Ministry of Finance. 
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Section D: Ontario’s Revenue Outlook 


Ontario government revenues are recovering, following the global recession. 
Taxation revenues are projected to surpass their 2007—08 pre-recession level in 


2011-12, with growth of 5.6 per cent over the previous year. 


TABLE 11. Summary of Medium-Term Outlook 


($ Billions) 


Interim Plan Outlook 


Personal Income Tax ee LOW 956 28.5. 


re Git See te gman MER PRATT POT 
Corporations Tax 8.3: 8.9 9.1 9.4 
Ontario Health Premium 3.0: a 3.2 3.4 


eR RENO ROOT ORE CECE TOOT ECO OEOUCUOEEOETL TOC COCCOOLEY COCEOUTLOPCOLECOCCOCOOOOCE COUT OTE CEE COT DC OOPCOTTO COI TE COCO CCOOLOO CEOTE COO DCOTOE TOOT ECCT OOP ETEOCCOCTOE LTCC ETC CT TECCOTOE COTOE TOCCOCTTETECOCOTOETTETCCEOE CTE CE TOTECCOEELTCOTET ECCT ECETOO LETC CCOOCOCON, CHTTEECCCEOTOCCCOCOT TOE CCTOCLTCO LEED LTCC ELCCECCOCELC COOL ECCETTOOECOLOTOOECOOLETECCOLCETOT COOCOOETTCCCCECCELCOCCTE COCO EO COTCOE TO OOCET CCC COCCECEED 


~~ All Other Taxes 115 : anal 12.2 12.6 
Government of Canada Ce oie wn, Be 28] 
“Income from Government Business Enterprises 44) pln es 3 nid 8 eet 357. 
a aa ig hence ema c 9 Ge ic la 


Total Icy i paar Ch aE A i BE RE 170 


Note: - Numbers may ay not add due t ue to rounding, 


The medium-term revenue forecast is based on the Ministry of Finance economic 
outlook (see Section C of this chapter) and reflects government policy decisions to 
date. Revenues are projected to increase at an annual average rate of 3:3 per cent 
between 2010—11 and 2013-14. 
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TABLE 12. Personal Income Tax Revenue Outlook 


($ Billions) 


Interim | Plan _ Outlook 
2010-11) 2011-12 2012-13 2013-14 


Base Revenue Growth (Per Cent) =! We 5.5 6.1 

1 “Total projected revenue” less the impact of tax measures or other one-time factors such as prior-year adjustments. Base 
revenue reflects the impact of underlying macroeconomic factors. 

Note: Numbers may not add due to rounding. 


The forecast for Personal Income Tax (PIT) revenue is consistent with the 
economic outlook for wages and salaries growth. The forecast reflects previously 
announced tax measures such as the 2009 Budget reduction of the tax rate on the 
first bracket from 6.05 per cent to 5.05 per cent. For PIT, previous tax measures 
are fully mature as of 2010-11 and have no incremental impact going forward. 
Adjustments for Prior Years captures the overestimation of PIT revenues in 

prior years’ Public Accounts. After accounting for adjustments, the PIT revenue 
base grows at an annual average rate of 5.6 per cent over the forecast period. 

This compares to average annual growth of 4.6 per cent in wages and salaries over | 
this period. The PIT revenue base tends to grow at a faster rate than incomes due 


to the progressive structure of the tax system. 
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TABLE 13. Sales Tax Revenue Outlook 


($ Billions) 
Interim | Plan Outlook 
om “Taal Pjeced Sal eer ea ae aC — ares <a 
Measures Included in Total? —! (0.4) manne “oy 
De Ue a eer ET 
Pree axnevenuearown) (Per Gen oe a AI ea eT cen nl) Alo 
Nominal Consumption Growth (Per Cent) ~ i 49 4.6 49 


Sales Tax Revenue is reported net of both the Ontario Sales Tax Credit and the energy component of the Ontario Energy and 
Property Tax Credit. 

? Represents the incremental revenue impact of all tax measures, announced previously and in this update, relative to their impact 
on revenue in 2010-11. 

3 “Total projected revenue” less the impact of tax measures or other one-time factors such as prior-year adjustments. Base 
revenue reflects the impact of underlying macroeconomic factors. 

Note: Numbers may not add due to rounding. 


Sales Tax revenues, after adjustments, are projected to grow in line with 
growth in consumer spending. In Tables 13 and 14, Measures Included in Total 
represents the incremental revenue impact of all tax measures relative to their 
impact on revenue in 2010—11. Measures largely reflect the impact of enhanced 
sales tax credits, including the energy component of the Ontario Energy and 
Property Tax Credit. The Adjustment to Pro-Rate to Full-Year Basis arises from 
the mid-year introduction of the Harmonized Sales Tax (HST). 
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TABLE 14. Corporations Tax Revenue Outlook 
($ Billions) 


Interim | Plan Outlook 


Measures Included in Total? 
Net Payment Timing Adjustments 
Base Revenue? 


Corporate Profit Growth (Per Cent) = isthe, Sibir Latins: MANE Oi Otene S61 


' Represents the incremental revenue impact of all tax measures, announced previously and in this update, relative to their 
impact on revenue in 2010-11. 

* “Total projected revenue” less the impact of tax measures or other one-time factors such as prior-year adjustments. 
Base revenue reflects the impact of underlying macroeconomic factors. 

Note: Numbers may not add due to rounding. 


Corporations Tax (CT) revenues are projected to increase over the medium 
term due to growth in corporate profits. The forecast incorporates the impact of 
previously announced measures, including tax cuts announced in the 2009 Budget 
and full elimination of the capital tax on July 1, 2010. Net Payment Timing 
Adjustments were minimal as federal repayments with respect to 2009 taxes were 
roughly offset by refunds that were mainly due to losses carried back to 2008 

and prior years. After adjustments, CT Base Revenue Growth reflects growth in 
underlying corporate profits. 
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The Ontario Health Premium (OHP) forecast is based on the outlook for 
employment and personal income growth. In 2010—11, OHP revenues include a 
small $39 million adjustment for underestimating OHP revenue in the 2009-10 
Public Accounts. After accounting for this, OHP base revenues are projected to 
increase by an annual average of 5.2 per cent over the forecast period, compared 


to 4.4 per cent growth for personal incomes. 


Education Property Tax revenue decreases by an annual average rate of 
about 0.9 per cent over the forecast period. This is due to the continuing 
impact of business education tax reductions announced in the 2007 Budget and 


enhancements to the property tax credit announced in the 2009 Budget. 


The forecast for All Other Taxes is projected to increase at an annual average 
rate of 3.1 per cent between 2010-11 and 2013-14. The forecast is developed on 
an item-by-item basis. For example, the forecast for Employer Health Tax is based 


on the outlook for wages and salaries growth. 


The forecast for Government of Canada Transfers is based on existing 
federal—provincial funding arrangements. Projected revenues are expected to 
decline in 2011-12 due to lower HST transition payments and a decline in 
infrastructure funding as stimulus spending ends. Revenue related to ongoing 
federal funding programs such as the Canada Health Transfer and Canada 
Social Transfer is projected to increase in the medium term based on existing 


federal—provincial funding agreements and formulas. 
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The forecast for Income from Government Business Enterprises is based on 
information provided by the individual enterprises, including Ontario Lottery and 
Gaming Corporation (OLG), Liquor Control Board of Ontario (LCBO), Hydro 
One Inc. and Ontario Power Generation Inc. (OPG). Revenues from government 
enterprises are projected to increase by $0.8 billion, or at an annual average rate 
of 5.8 per cent, between 2010-11 and 2013-14. The forecast for government 
business enterprises includes $200 million in efficiencies by 2013-14 that the 
government will instruct its major agencies to deliver. See Chapter I, Section B: 


Managing Responsibly. 


The forecast for Other Non-Tax Revenue is based on information provided by 


government ministries and provincial agencies. 


The decrease in other non-tax revenues between 2010-11 and 201 1—12 reflects 
one-time revenues in 2010-11 related to the sale of a portion of the Province’s 
General Motors shares and the Province’s share of civil settlement agreements 
with certain tobacco manufacturers related to the movement of contraband 
tobacco in the early 1990s. The year-over-year revenue decline also reflects the 
government’s previously announced decision to upload the municipal share 

of Ontario Disability Support Program costs and the full-year impact of the 
replacement of certain alcohol charges, including Beer and Wine Fees, with taxes — 
beginning on July 1, 2010. Over the forecast period, these sources of revenue as a 


whole are expected to be relatively stable. 
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TABLE 15. Summary of Medium-Term Revenue Changes Since 2010 Budget 
($ Billions) 


Interim : Plan Plan 


ised Tratin Revue Ook USNR A Seen ena nn 
Past-Year Tax Return Processing — Ongoing ae ee er Omron 8 E] aes (0.7) en 08): 
Past-Year Tax Return Processing—OneTime = (OM) Pane) ba = 
Corporations Tax Timing of Payments. yamedt Vyatarert eteel fehcy deed beter (4 [beets Ore os | (0.5) 
Government of Canada Transfers pats Ane ig OH!) bt re ae! 


All Other Revenue Changes 


Note: N Numbers may not add due to rounding. _ 


The medium-term revenue forecast is within one per cent of the 2010 Budget 


outlook in each year of the forecast. 


Higher 2010-11 Taxation Revenue, primarily due to stronger-than-expected 
economic growth, raises the base upon which growth is applied, increasing the 
forecast for 2011—12 and 2012—13. For more information, see Section B of 


this chapter. 


Revisions to the Taxation Revenue Outlook, since the 20/0 Budget, notably 
related to changes in the economic growth outlook, lower taxation revenues 
in 2012-13. See Section C of this chapter for changes in Ontario’s economic 


growth outlook. 
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Since the 2010 Budget, processing of past-year PIT and CT tax returns 


has, on a net basis, lowered the 2009—10 base upon which growth is applied for 
2010-11 and onwards. In addition, there is a net one-time decrease in 2010—11 


revenues as adjustments from past years are reflected in the current year. 


Changes in federal payments or repayments of Corporations Tax lead to a 


revenue increase in 201 1—12 and a decrease in 2012—13. 


The change in the forecast for Government of Canada Transfers is largely 
due to revised timelines for capital projects funded through federal—provincial 
infrastructure programs and also reflects revisions to data underlying existing 


federal—provincial funding agreements. 


All Other Revenue Changes combined increase the outlook in 2010—11 and 
lower the outlook in 2011-12 and 2012—13. Revenue changes in 2010-11 

are discussed in Section B of this chapter. In 2011-12 and 2012-13, higher 

net income from government business enterprises is more than offset by lower 
electricity payments-in-lieu of taxes, lower other non-tax revenues, and lower 
power supply contract recoveries (the latter is fiscally neutral as it is fully reflected 


in lower power supply contract costs). 
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Risks to the Revenue Outlook 


Ontario’s revenue outlook is based on reasonable assumptions about the pace and 
strength of Ontario’s recovery from the global recession. There are, however, still 
risks to Ontario’s continued recovery related to the robustness of the economic 
recovery in the United States and the rest of the world. These risks are discussed 
in Section C of this chapter. This section highlights some of the key sensitivities 
and risks to the fiscal plan that could arise from unexpected changes in economic 
conditions. These estimates are only guidelines and actual results can vary 
depending on the composition and interaction of the various factors. The risks 
are those that could have the most material impact on the largest revenue sources. 
A broader range of additional risks are not included because they are either 

less material or difficult to quantify. For example, Income from Government 
Enterprises, representing roughly four per cent of total revenues, could be 
affected by changes in each business’s particular market. Likewise, the outlook 
for Government of Canada transfers is subject to those factors that affect federal 


funding formulas as well as future decisions by the federal government. 
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TABLE 16. Selected Economic and Revenue Risks and Sensitivities 


tlh Bl lads DELL 


Total Revenues 


— Real GDP 2.4 percent growth in 2011 $790 million revenue change for each percentage 
— GDP Deflator 2.1 per cent growth in 2011 point change in real GDP growth. Can vary 


significantly, depending on composition and 
source of changes in GDP growth. 


Total | Taxation Revenues 


—RevenueBase?  ~=—S54percentgrowthin ‘$545 million revenue change for each percentage 
— Nominal GDP 2011-12 point change in nominal GDP growth. Can vary 


4.6 per cent growth in 2011 — significantly, depending on composition and 
source of changes in GDP )P growth. 


AAAAAADAOAOBOOBBOAOLOALBABODADIASACADALSICASIESIIOLESDOBPSEDLLOSIDIDADADASOGAOADADLEAPABBAAPEADSELOCEDISIDASOSALDSIOADALACUDSOLDADAIBADIDASIDOALDEBDMIBLLOLELILEALEILADALDEAEAESIDIODUANIDADDDEDEDADSDRERDADAAADEDIELALAEAREAEAbAEAIEADADAELDADsDAEADADLAADsOAeDAA 


‘Personal Income Tax (PIT) Revenues 


— Revenue Base 9.2 per cent growth in 
2011-12 


Key Economic Assumptions 


- — Employment 1.7 per cent growth in 2011 ‘ 
— Unincorporated Business 9.9 per cent growth in 2011 $34 million revenue change for each percentage 
Income point change in unincorporated business income 


growth. 


Key Revenue Assumptions —_ 


—Net Capital Gains Income 4.7 per cent growth in 2011 $6 million revenue change for each percentage 
point change in net capital gains income growth. 


— RRSP Deductions 4.2 per cent growth in 2011 $17 million revenue change in the opposite 
direction for each percentage point change in 
RRSP deductions growth. _ 


— 2010 Tax-Year Assessments? $22.9 billion $229 million revenue change for each percentage 
ha point change in 2010 PIT assessments.” 
— 2009 Tax-Year and Prior $1.2 billion $12 million revenue change for each 
Assessments? percentage point change in 2009 and prior PIT 


assessments.2 7 
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Se eS A, See LaLa siaution ctl Lams lal HS 


ELLEN EET ELE EE TELAT TELLTALE LODE OLLI LOLLY LILES ETL ELL EEE AES SESSILIS IAL 


Sales Tax | Revenues ‘ 


— Revenue Base 4.9 per cent growth in 


— Nominal Consumption 4. 9 per cent growth i in 2011 $210 million revenue change for each 
Expenditure percentage point change in nominal consumption 
__ expenditure growth. 


Praca r nse ee ss a venue ene a ea Fane 


— 2011 Gross Revenue Pool* $22.5 billion $225 million revenue change for each celia 
point change in 2011 gross revenue pool. 


— Provincial HST Rate 8 per cent About $3 billion of revenue for every 
__one percentage point of the Province’s HST rate. _ 


Corporations Tax Revenues ~ 


percentage point change in 2010 Tax 
Assessments. 


“—2011 Canada Corporate $229.1 billion $94 million change in revenue for each 
Taxable Income percentage point change in the federal estimate 
| of 2011 Canada Corporate Taxable Income. 


— 2012 ¢ Canada Corporate $249.7 billion $97 million change in revenue for each 
Taxable Income percentage point change in 2012 Canada 
— Ontario Share of 2012 34.24 per cent Corporate Taxable Income or each one per cent 
Corporate Taxable Income change in Ontario Share of 2012 Corporate 
Taxable Income.° 


— 2011 Ontario Corporate 12.2 per cent $63 million change in revenue for each 
Profit Growth percentage point change in 2011 Ontario 
Corporate Profit Growth.° 


Em Employer Health Tax ‘Revenues — eta ott PA 


— Revenue Base ake 0 per cent growth i in 


— Wages and Salaries 43 per er cent growth i in2011 $50 million r revenue change for each percentage 
____ point change in wages and salaries growth. 


‘Ontario Health Premium (OHP) Revenues 


- Personal Income 4. 2 per “cent ‘growth j in 2011. . $27 million revenue change for each percentage 
point change in personal income growth. 


~ — 2010 Tax-Year Assessments $2.7 billion $27 million revenue change for each percentage 
__point change in 2010 QHP assessments. 
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TABLE 16. Selected Economic and Revenue Risks and Sensitivities (cont’d) 


Item/Key Components — 2011-12 Assumption 2011-12 Sensitivities ; ie as 
TING Te cae jibe iii iakihineiaaiacamnatdanaieeaama " 
— Revenue Base 0.2 per cent growth in 
srs aii aca OO eee eee er 
— Gasoline Pump Prices 118.0 cents per litre in 2011 $3 million revenue change in the opposite 
direction for each cent per litre change in 
Beret nan ical te ea tacts ee SONG DUMMY) DUCES. a ie ee 
Fuel Tax Revenues } 
— Revenue Base 1.4 per cent growth in 
2011-12 
— Real GDP 2.4 per cent growth in 2011 $11 million revenue change for each percentage 
wa oho Den Change in.real GDF S10 WAI aan 
Land Transfer Tax Revenues — ree se 
— Revenue Base Weert “No ‘No change in in 1 2011-1 12° 
— Housing Resales ay: 5 per cent decline i in 2011 $13 million revenue change for each percentage 
point change in both the number and prices of 
tn cn = wpm ics ope See cme ge te eo NOUSINRTESAIGS. 5, ree eae 
Resale Prices 2 8 oe cOsipet cent grant in 200), a ck hace oo Sal tite 
Canada Health Transfer oe 
— Ontario Population Share 38.7 per cent in 2011-12 $31 million revenue change for each tenth of a 
i. percentage point change in population share. See 
— Ontario Basic Federal Tax Al.1p per cent in 2011— ony, $3 million revenue change in the opposite 
(BFT) Share direction for each tenth of a percentage point 


change in Ontario's BFT share. 


Canada Social Transfer 


— Ontario Population Share 38.7 per cent in 2011-12 $12 million revenue change for each tenth of a 
2 JT eae . percentage point change i in population share. 


F Revenue base i is revenue ue excluding the impact of m measures, adjustments for past Public Accounts estimate variances and other 
one-time factors. 

? Ontario 2010 Personal Income Tax (PIT) is a forecast estimate because 2010 tax returns are yet to be assessed by the Canada 
Revenue Agency. Some tax amounts for 2009 and prior years are also yet to be assessed in 2011, and estimates of these 
amounts are included in the revenue outlook. 

* The 2010 gross revenue pool excludes impact of Ontario measures and reflects the HST being implemented on July 1, 2010. 
The revenue pool is an estimate because assessments are not complete. 

* The 2011 gross revenue pool, projected by the Federal Department of Finance, excludes impact of Ontario measures. 

> The provincial allocation of 2012 Canada Corporate Taxable Income will be based on shares from the 2010 tax returns to be 
assessed during 2011. 

® Revenue impacts related to changes in Ontario Corporate Profit Growth would be realized in the current year if reflected in federal 

instalment payments; otherwise the impact would be recognized in future years. 


194 


Chapter ||: Ontario’s Economic Outlook and Fiscal Plan 


(ANNAN 


Section E: Ontario’s Fiscal Plan 


Medium-Term Fiscal Outlook 


The 2010 Budget projected that the Province’s deficit would be cut in half in five 
years from its peak in 2009-10 and eliminated by 2017-18. The government’s 
realistic and responsible plan to balance the budget is working. The deficit 

for 2010-11 is now projected to be $3.0 billion lower than outlined in the 

2010 Budget, an improvement of about 32 per cent from the 2009-10 deficit of 
$24.7 billion forecast in the fall of 2009. Over the next two years the government 
is on track to improve on its deficit projections by $1.7 billion — for a total 


improvement of $4.7 billion over three years. 


TABLE 17. Medium-lerm Fiscal Plan and Outlook 


($ Billions) 


Interim ; Plan 0 utlook diese enltl ascii 


{AS 1 ACES a: 2010-11! 2011-1 14 
Total Revenue 106.2 : 108.5 111.8 117.0 
AAAS AR NIAC OOP RODSBIDRRDADOIIO AP PPPOE TORRNAPAIDOEPTAPOUOI Gio DHORADARAB DD BEANE CODPADSAN IARI DION ORO OAFORTAPCTODARPODONITODOOSNOROAEOSES evccnenensertcosceroccetccscaeteessenectsestctced passnatancscevecectdtattn sesescstccctsststianunsscntrettetcttntnntstentsetcetettttttaiainesrtecttettet NAN ARRRSARRSADODORAINANONIOD DOOD bDNADI IN ORAPO ODIO. 


= Pesta ie WRT Tanah SOREN TE a Mh TROT EN 

Interest on Debt 95) 10.3 11.4 12.6 
aa ioa ech occa Ne aa nd Dp SaREIAN fo onsss cde iee aden tansosseac SNE slinseasaasadiectctsisastaanisssTbspeoneiaamtcedstbdedeonsebtesasnssiaiee > SENET ELEN SLLO ILLS RIS YLT ELEANOR EOE 
JotalExpense nn. 2 2 2 


Si aA 


Total revenue over the medium term is projected to increase at an average annual 
rate of 3.3 per cent between 2010-11 and 2013-14, as government revenues 


continue to recover from the impact of the global recession. 


2011 Ontario Budget 


Over the same period, total expense is projected to increase at an average annual 


rate of 1.7 per cent — about half the rate of growth in revenue. This constrained 
rate of growth reflects the government’s continued commitment to steadfastly 
tackle the deficit without putting vital public services at risk or resorting to 
arbitrary, across-the-board cuts. It reflects the Province’s accelerated plan to 


achieve greater efficiencies in the delivery of public services. 


To offset potential changes to revenue and expense that would otherwise impact 
the Province’s fiscal performance, the fiscal plan includes prudence in the form 
of contingency funds of $0.7 billion in 2011—12 and a reserve of $0.7 billion in 
2011-12, and $1.0 billion in 2012—13 and 2013-14. 
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Key Changes Since the 2010 Budget 


The government is on track for a cumulative improvement of $4.7 billion between 
PO10=1 land 2012=—13 compared with the 2010 Budget deficit projections. 


TABLE 18. Change in Medium-Term Fiscal Outlook Since the 2010 Budget 
($ Billions) 


tb dee ea 


iit from 2010 Budget 


Gib Revenua Changes oY 
Expense Changes 


Total Expense Changes 


Bone le ie OND OM = 


rovement / (Deterioration) 


. . 
EEE CECE 


bibitiibiiiaiii titties COLONIE OSU LL RAIA ite apaabaemtumannaintob ty 


The medium-term revenue forecast is within one per cent of the 2010 Budget 


outlook in each year of the forecast. Complete details on changes to the revenue 


forecast are outlined in Section D of this chapter. 


Program expense in 2010-11 is projected to be $2.6 billion lower than forecast in 
last year’s budget. Further details on the 2010—11 interim fiscal performance are 


outlined in Section B of this chapter. 


For 2011-12, the net change in program expense mainly reflects revised 
implementation schedules for infrastructure projects, including economic 
stimulus projects. Otherwise, as is the case in 2012—13, overall program expense 


levels are largely consistent with the 2010 Budget projections. 
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Interest on debt expense is now lower than forecast, partly due to lower deficit 


projections, as well as lower-than-projected interest rates. The Province has taken 
advantage of the lower interest rate environment in 2010-11 and extended the 
term to maturity of its debt. This has allowed the Province to lock in low interest 
rates for a longer period, which reduces refinancing risks and helps offset the 


impact of expected higher interest rates. 


The reserve for 2010—11 has been used to improve the Province’s fiscal 
performance and reduce the deficit. For 2011—12, consistent with previous years’ 
practice, the reserve has been lowered because there is more visibility into the 


economic outlook for 2011—12 than there was a year ago. 
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Medium-Term Expense Outlook 


The Province’s total expense outlook is projected to grow by an average annual 
rate of only 1.7 per cent between 2010-11 and 2013-14. Moreover, excluding 
the estimated impact associated with the federal—provincial announcement to 
extend the funding deadline for completion of infrastructure stimulus projects 

iD October 31, 2011, the Province’s 2011—12 program expense outlook is 
unchanged year over year, compared with the 2010-11 interim estimate. 

This outlook reflects the government’s commitment to control growth in program 


expense while protecting the public services that matter most to Ontarians. 


TABLE 19. Summary of Medium-Term Expense Outlook 
($ Billions) 
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Between 2010-11 and 2013-14, total program expense is projected to increase 


by an average annual rate of only 1.0 per cent. Highlights of key program expense 


changes over the medium term include the following: 
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Total health sector expense is projected to increase by $5.0 billion from 
2010-11 to 2013-14. Funding maintains growth in major program areas 
such as hospitals and OHIP It also supports increased investments in the 
community services sector, including long-term care homes, to improve 


services and help divert pressures from acute care and emergency rooms. 


Total education sector funding is projected to increase by $2.1 billion from 
2010—11 to 2013—14. This increase includes additional Provincial grants to 
support student achievement and funding for the ongoing implementation of 


the government’s full-day kindergarten program. 


Total postsecondary and training sector expense is projected to decrease 
by $0.5 billion in 2011—12 primarily due to the phase-out of time-limited 
stimulus funding. From 201 1—12 to 2013-14, expense is projected to 


increase to support postsecondary enrolment growth. 


Total children’s and social services sector funding is projected to 
increase by $1.3 billion from 2010-11 to 2013-14. This is primarily due to 


increased expenses in social assistance. 


Total justice sector expense is projected to decrease by approximately 
$0.2 billion from 2010—11 to 2013—14. This decrease is primarily due to 
the expected completion of previously approved capital projects, including 


courthouses and correctional facilities. 


Other programs expense is projected to decrease by $4.4 billion from 
2010-11 to 2013-14. This decrease is mainly due to the phase-out of 
time-limited investments intended to help the Province emerge from the 
global recession and temporary relief for the transition to the new sales 


tax system. 
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The total expense outlook includes interest on debt expense, net of interest 
capitalized during construction of tangible capital assets, and is projected to 
increase by $3.1 billion from 2010-11 to 2013-14. This increase is mainly due to 


additional borrowing required to fund investments in infrastructure and deficits. 


Risks to Expense Outlook 


As is the case every year, potential risks may emerge causing variances to both the 
Province’s revenue and expense outlooks. Yet, by maintaining a prudent approach 
towards fiscal management, the government has overachieved on its budget targets 


in five of the last seven fiscal years. 


The government’s 2011—12 expense plan includes contingency funds totalling 
$0.7 billion. The contingency funds provide flexibility for the government to 
respond, in a timely manner, to any further challenges that may arise to Ontario’s 
fiscal outlook. Contingency funds are also built into the fiscal plan over the 


medium term. 


The following table provides a summary of key expense risks and sensitivities 
that could result from unexpected changes in economic conditions and program 
demands. A change in these factors could impact total expense, causing variances 
in the overall fiscal forecast. It should be noted that these sensitivities and risks 
are illustrative and can vary, depending on the nature and composition of 


potential risks. 
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TABLE 20. Selected Expense Risks and Sensitivities 


id 2 


Hospitals’ Sector Expense 


Annual growth of 4.7 per cent. 


Drug Programs Utilization 


Long-Term Care Homes 


Annual growth o of less than 4.8 per per cent. 


$476 million. 


One per cent change in hospitals’ sector 

_ expense: $212 million. OF 

One per cent change i in program expenditure 
of all drug programs: $43 million (seniors 
and social assistance recipients). 


77,800 long-term care home beds. 
Average Provincial annual operating 
cost per bed in a long-term care home 
is $48,300. 


One per cent change in number of beds: 
approximately $38 million. 


“Home Care 


“Elementary and Secondary _ 


Schools 


Approximately 20 million hours of 
homemaking and support services. 


Approximately 8 million nursing and 
_ professional vi visits. Eyre tle 

l, "1,877, 000 average daily pupil 
enrolment. 
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One per cent change in hours of homemaking 
and support services: approximately 
$6 million. 


One per cent change in nursing and 
professional v visits: S: approximately $6. million. 


One per cent enrolment i increase: 
$140 million. 


University Students 


College Students _ 


366,000 full-time undergraduate and 
__ graduate students. 


182,600 full-time students. 


Ontario Works 


“Ontario Disability Support — 
Program 


260,423 average annual caseload. 


290,172 average annual caseload. 


One per cent enrolment change: $35 million. 


~ One One per cent enrolment change: $13 million. 


One per cent caseload change: $23 million. 
One per cent caseload change: $38 million. 


Correctional System 


3.2 million adult inmate days per year. 
Average cost $180 per inmate per day. 


One per cent change in inmate days: 
$5.8 million. 


Interest on Debt 


Average cost of 2011-12 borrowing 
is forecast to be approximately 


The 2011-12 impact of a 100 basis-point 
change in borrowing rates is forecast to be 
approximately $500 million. aS 
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Compensation costs and wage settlements are also key cost drivers. Consistent 


with the government’s broader public-sector compensation policy statement, 
the fiscal plan provides no funding for incremental compensation increases for the 


first two years of any future collective agreements. 


Contingent Liabilities 


In addition to the key demand sensitivities and economic risks to the fiscal plan, 
there are risks stemming from the government’s contingent liabilities. Whether 
these contingencies will result in actual liabilities for the Province is beyond the 
direct control of the government. Losses could result from legal settlements, 
defaults on projects, and loan and funding guarantees. Provisions for losses that 
are likely to occur and can be reasonably estimated are expensed and reported as 
liabilities in the Province’s financial statements. Significant contingent liabilities 
were disclosed as part of the 2009-10 Annual Report and Consolidated Financial 
Statements, released in August 2010.' 


' For further information, visit www. fin. gov.on.ca/en/budget/paccts/2010. 
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Plan to Eliminate the Deficit 


The Open Ontario plan, along with the government’s continuing approach 
to prudent fiscal management, provides a solid foundation for supporting the 


economic recovery and ensuring long-term prosperity for the province. 


The balanced pace of deficit reduction ensures that the Province will overcome 
the fiscal challenge it faces through realistic and responsible means, not by 
putting vital public services at risk or resorting to arbitrary, across-the-board cuts. 


The plan is working. 


The government is on track for a cumulative improvement of $4.7 billion between 
2010-11 and 2012-13 compared with the 2010 Budget deficit projections. 

This improvement is in large part a result of the government’s continued efforts 
to control expense while protecting the public services that matter most to 


Ontarians, such as education and health care. 
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CHART 20. Ontario's Plan to Eliminate the Deficit 


Key elements of the government’s plan to eliminate the deficit by 
2017-18 include: 


° holding annual growth in program expense to an average of 1.0 per cent 
between 2010-11 and 2013-14; 


* initiatives to improve the delivery of public services and ensure that Ontarians 


receive the best value for their tax dollars; 
* promoting principled and sustainable federal—provincial fiscal arrangements; 


* maintaining a cautious and prudent fiscal plan, including contingency funds 


and a reserve; and 


° continuing support for Ontario’s recovery as the economy turns the corner 


on the recession. 
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TABLE 21. Ontario’s Recovery Plan 


($ Billions) 
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Fiscal Prudence 


In addition to maintaining a prudent and responsible approach to managin 

gap P PP ging 
growth in expenditures, each year the fiscal plan includes other elements of 
prudence to help protect the government’s overall fiscal objectives and contribute 


to the achievement of fiscal targets. 


In keeping with sound fiscal practices, the Province’s revenue outlook is based on 


prudent economic assumptions. 


Consistent with requirements under the Fiscal Transparency and Accountability Act, 
2004, the fiscal plan incorporates prudence in the form of a reserve to protect 
the fiscal outlook against adverse changes in the Province’s revenue and expense, 


including those resulting from changes in Ontario’s economic performance. 


The fiscal plan also includes contingency funds (both operating and capital) to 


help mitigate expense risks that may otherwise have a negative impact on results. 
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Section F: Ontario Needs a Strong 
Federal Partner 


Overview 


The coordinated response of the federal and Ontario governments to the recent 
recession helped achieve renewed economic growth and job creation. Both levels 
of government delivered investments in infrastructure, provided financial support 
to the auto industry and worked together on sales tax harmonization. These 
measures, combined with the federal government’s enhanced short-term support 
for skills training, will continue to help the province turn the corner and position 


Ontario and Canada for sustained economic growth. 


More remains to be done — and the Province is concerned about the trend 

of waning federal interest in programs and the unfair treatment of Ontarians 
compared to people in other provinces. Although many families are still feeling 
the effects of the recession, the federal government is reducing its support for 
skills training and immigrant settlement. While Ontario is addressing emerging 
economic and demographic challenges, the federal government remains vague on 


its long-term commitment to Ontario’s health, education and social programs. 


The Province needs a strong partner to meet the needs of Ontarians and to 
help them prepare for the future. Ontario calls on the federal government to 
provide adequate long-term support to help build a stronger Ontario — in a 


stronger Canada. 
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To Meet the Needs of Ontario’s Workforce 


Employment Insurance 


The federal Employment Insurance (EI) program is still failing to meet the needs 


of Ontario’s unemployed workers and the modern labour market. 


Despite some improvements in 2008 and 2009, Ontarians still have trouble 
accessing EI regular benefits. In 2010, only 34 per cent of Ontario’s unemployed 
received EI regular benefits compared to an average of 54 per cent in the 


other provinces. 


CHART 21. Ontario’s Low El Coverage Rate! Persists in 2010 
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1 “El coverage rate” refers to El regular beneficiaries as a per cent of unemployed persons. 
2Some El regular beneficiaries are not accounted for in Statistics Canada’s definition of unemployed persons 

(for example, those working while receiving El benefits). This can result in El coverage rates exceeding 100 per cent. 
Sources: Statistics Canada and Ontario Ministry of Finance. 


Ontarians also continued their long-standing overcontribution to the EI program 
in 2010 by paying an estimated 40 per cent of premiums but receiving only 31 per 
cent of total regular benefits. 
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These persistent discrepancies show that the EI program has reached a permanent 


state of imbalance that has negative implications for unemployed workers 
and Ontario’s economy. The EI program should be responsive to current 
labour-market conditions, facilitate productivity in all regions of the country and 


ensure fairness for Ontario workers. 


Labour-Market Training 


As the province emerges from the global recession, the Open Ontario plan will 
help Ontarians increase productivity and promote economic growth. While 

the Province is investing in the tools Ontarians need to prosper in the new 
economy, it is also important that the federal government continue to maintain 
its enhanced support for Ontario’s skills training programs. These enhancements 
have helped Ontario make investments in Second Career and other critical 
programs. If the federal government fails to maintain its support of skills training, 
tens of thousands of Ontarians would lose the opportunity to develop essential 


labour-market skills required to succeed in a growing, knowledge-based economy. 


TABLE 22. Examples of the Impact of Expiry of 
Enhanced Federal Funding for Skills Training! 


a summer job. i 


An estimated 13,000 fewer learners per year would be able to access 


Literacy and Basic Skills 


“Selected programs presented for illustration 
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In addition, Ontario remains concerned about its overall share of EI training 


funds, which support numerous training programs delivered by the Province. 

In 2010, Ontarians accounted for 42 per cent of Canada’s unemployed but 
received only 31 per cent of the EI funding allocation for training. This would be 
further reduced if the federal government continues with current plans to reduce 
funding. Ontario also calls on the federal government to review the principles 

for allocating EI training funds and provide Ontario with greater flexibility in 
designing EI training programs so the Province can better respond to the specific 


needs of Ontarians. 


Immigration Settlement 


Helping new Canadians contribute to Ontario’s success is an important part of the . 
Open Ontario plan to strengthen the economy. However, the federal government 
failed to fully meet its commitment under the Canada—Ontario Immigration 
Agreement (COIA) by underspending over $200 million allocated to Ontario 
settlement agencies. This funding would have benefited 60,000 newcomers to 
Ontario, with services ranging from settlement to workplace-focused language 
and communications training to bridging and technical upgrading programs. 
These services would have accelerated the integration of newcomers into the 
workforce. In addition, the federal government recently announced that Ontario 
agencies serving newcomers can expect cuts to their funding, beginning with 
$44 million in 2011-12. This lack of commitment from the federal government 
seriously limits the ability of newcomers to fully participate in the labour market 


and contribute to Ontario’s growth. 
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Ontario is committed to supporting the success of its immigrants. The federal 


government must fulfill its obligations under COIA and flow the full funding it 
committed under that agreement to immigrant service agencies immediately. 
Moreover, to improve outcomes for immigrants who choose Ontario as their 
home, the federal government must also negotiate a new agreement with the 
Province — one that would give Ontario greater policy control and full funding 
support for immigrant settlement and training. Similar to the agreements with 
Manitoba, British Columbia and Quebec, a new devolved agreement is necessary 
in order for Ontario to provide more coherent training programs that would meet 


the needs of Ontario’s workforce. 


To Lay the Groundwork for Future Prosperity 


Equally crucial to the success of Ontarians are long-term federal commitments 
to infrastructure, innovation and financial regulation. Ontario has benefited from 
the federal Building Canada Plan and infrastructure stimulus through various joint 


projects that have improved Ontario’s universities, roads and economy. 


Windsor is Canada’s premier trade gateway. Each year more than 12 million 
cars, trucks and buses, and nearly $120 billion worth of goods, flow between 
Canada and the United States through the Windsor—Detroit corridor alone. 
With support from the federal government, the Windsor—Detroit crossing will 
be upgraded to ease traffic congestion across the border and improve trade flows. 
Ontario welcomes the federal government’s commitment to fund 50 per cent of 


eligible capital costs of the Windsor—Essex Parkway leading to the new bridge. 
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The Province is committed to promoting productivity and encouraging economic 
growth in Ontario. The federal government is currently undertaking a review 

of its research and development (R&D) supports, while also developing a 
national Digital Economy Strategy. Ontario is Canada’s largest performer of 
R&D and is home to significant digital economy clusters in Toronto, Ottawa 

and Waterloo. Any federal actions must protect Ontarians’ interests in these 

two areas and be based on principles of fairness, transparency and excellence. 
See Chapter III: Tax and Pension Systems for Ontario’s Future for further discussion of 
the federal R&D review. 


Ontario is committed to maintaining and promoting the strength, vibrancy 

and integrity of Canada’s capital markets, which are mostly based in Toronto. 
The Province and federal government have worked together to promote Canada’s 
reputation for strong financial institutions and Toronto’s status as a premier 
financial services centre through the creation of the Global Risk Institute in 


Financial Services. 


Ontario believes that a strong Canadian regulator would further improve the 
efficiency of Canada’s capital markets and facilitate better enforcement and 
investor protection. The new regulator should be centred in Toronto, Canada’s 
financial capital, to meet the needs of Canadian capital markets. Ontario will 
continue to actively work with the federal government to create a Canadian 


securities regulator. 


“A Canadian securities regulator would provide better protection for investors, more 
efficient regulation and lower costs for firms... The establishment of a Canadian 
securities regulator administering a single federal Securities Act for the whole 
country will reinforce financial stability, strengthen enforcement and help protect 
investors through increased accountability.” 


Federal Finance Minister Jim Flaherty, September 16, 2010. 
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To Help Families and Support Communities 


The Province is working with the federal government on a new affordable housing 
initiative that would extend federal and provincial funding. This program would 
help build and renovate affordable housing, improve housing affordability, and 
foster safe, independent living for low-income families. However, Ontario 
continues to maintain that the federal government should be a long-term 

partner in funding affordable housing, Going forward, a long-term, fair-share 
commitment from the federal government would help ensure that Ontario 


families have access to housing. 


While Ontario supports the federal government’s efforts to improve the safety of 
communities, federal anti-crime initiatives come with a cost. The Province expects 
the federal government to recognize any fiscal pressures created by its recent 


crime bills and to provide support to provinces to address these pressures. 


Provincial governments are working together to manage the cost of health care 
services, including work on pan-Canadian procurement of drugs and medical 
equipment and sharing clinical best practices. However, the future of universal 
health care also depends on the federal government providing adequate financial 
support to provinces and territories. Ontario welcomes the federal government’s 
commitment to continue transfers that support hospitals and schools as it 

moves to balance its budget. To continue to deliver quality services on which 
Ontarians rely, provinces need a strong and sustained federal commitment 
beyond the expiry of current agreements in 2013-14 and a renewal of the federal 


government’s commitment to the reduction in health care wait times. 
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Federal Contribution to Health Care in Ontario 


Universal health care in Canada was founded in the late 1960s on the 
understanding that the costs would be shared 50-50 between the provinces and 
federal government. : 


In 1977, the federal government gave the provinces more policy flexibility by 
splitting its support for health care into half cash and half transfer of tax room. 


Beginning in the 1980s, however, the federal government gradually reduced its 
health and social transfers, leading to drastic cuts in the 1990s. 


With the 2004 Health Accord, the federal government agreed to increase 

its investment in health care and ensure a more consistent level of support 
through a six per cent escalator for 10 years. By 2013-14, the last year of the 
Accord, federal support for health care in Ontario is expected to stand at roughly 
24 per cent. _ 


Moving to the next generation of funding arrangements, Ontario expects the federal 
government to maintain a strong and sustained commitment to health care. 


Ontario encourages the federal government to work with provinces and territories 
in renewing all fiscal arrangements, including the Canada Social Transfer. 

In particular, Ontario looks to the federal government to partner with the 
Province in its plan to raise Ontario’s postsecondary attainment rate while 


increasing the quality of postsecondary education. 
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To Improve Government Efficiency 


To manage taxpayers’ dollars responsibly, governments must ensure that 
services are not duplicated across levels of government. Ontario and the federal 
government have acted to streamline services and realign responsibilities where 
it makes sense. Over the last decade, various labour-market agreements have 
devolved the responsibility for the design and administration of certain federal 
training programs. For businesses, the Corporate Tax Administration Redesign 
initiative implemented a single federal—provincial corporate tax return and the 
Harmonized Sales Tax will reduce compliance costs from the move to a single 
administration. Ontario also supports the creation of a Canadian securities 


regulator, which would strengthen financial regulation. 


Governments must continue to ensure that services are delivered efficiently and 
effectively by the level of government best positioned to provide them; sometimes 
it will be the federal government and sometimes it will be the Province. 
Governments can better serve people by working together to take advantage of 


opportunities to realign. 


Immigration Settlement and Labour-Market Training 


The devolution of immigrant settlement and integration services to Ontario 
with federal funding would realize this opportunity to realign. Situating training, 
immigrant settlement and integration programs under one level of government 
would allow the Province to strengthen its one-stop shop of integrated services. 
The federal government could further improve service delivery for Ontarians by 
devolving the remaining federal labour-market training programs with adequate 
and predictable funds, which would allow clients to access the full range of 


training services available in one location. 
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Correctional Services 


International experience suggests that rehabilitation services provided in prisons 
are effective at keeping communities safe and controlling correctional expenses. 
The delivery of these rehabilitation services could be more effective and efficient 
if mainly delivered by one level of government. Ontario calls on the federal 
government to assume responsibility for inmates serving sentences of over 

six months to ensure that inmates receive the effective rehabilitation services 


they need. 


“Clearly assigning responsibility for corrections services based on a distinction that 
makes sense will minimize duplication, improving the sector’s efficiency.” 


James Pearce, Joshua Hjartarson and Matthew Mendelsohn, “Saving Dollars 
and Making Sense: An Agenda for a More Efficient, Effective and Accountable 
Federation,” Mowat Centre for Policy Innovation, October 2010. 
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Section G: Accountability, Transparency 
and Financial Management 


Introduction 


The government is accountable to the public for the appropriate use of taxpayer 
dollars and for clearly communicating the objectives and results of how those 
dollars are spent. The Province has introduced a number of initiatives to 
strengthen its accountability to the public, improve transparency in reporting on 


the use of taxpayers’ money, and ensure that funds are managed effectively. 


Strengthening Accountability 
of Organizations 


As part of its role, the government needs to ensure that publicly funded 
organizations are accountable for the prudent use of taxpayers’ money. 
Through new and strengthened legislation and public reporting tools, the government 


is committed to ensuring the accountability of these organizations. 


Enhancing Accountability in the Broader Public Sector 


The government continues to take significant steps to protect the interests 
of taxpayers and strengthen the accountability of organizations that receive 


public funding. 
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The new Broader Public Sector Accountability Act, 2010 (www.e-laws.gov.on.ca/ 
html/statutes/english/elaws_statutes_10b25_e.htm), which received Royal 
Assent on December 8, 2010, establishes greater financial accountability for 
larger broader public-sector organizations, including hospitals, school boards, 
colleges, universities, children’s aid societies, community care access centres 
and other publicly funded organizations that receive $10 million or more in 


government funding. 


The Act bans the use of public funds to hire external lobbyists, expands freedom- 
of-information legislation to cover hospitals, and requires hospitals and Local 
Health Integration Networks to report and post expenses of senior executives. 
The Act also establishes new rules for procurement and expenses for designated 


broader public-sector organizations. 


The government will introduce amendments to the Broader Public Sector 
Accountability Act, 2010 this spring. The amendments, if passed, would ensure 
that any unnecessary perks would be eliminated in broader public-sector 
organizations. The government has also introduced new rules for ministries and 


agencies that will ensure perks are not provided. 


Improving Accountability for Travel-Related Expenses 


The government has strengthened accountability by making specified travel, meal 
and hospitality claims information available to the public on www.ontario.ca, the 


overnment’s website. 
g 


Travel-related expense information for senior government managers, cabinet 
ministers, parliamentary assistants and their staff continues to be posted by the 
government on the website. This website also features links to the websites of 
the 22 government agencies and organizations prescribed under the Public Sector 
Expenses Review Act, 2009. 
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Transparency in Reporting on the 
Use of Public Money 


Transparency in public-sector reporting is vital to help taxpayers and users of 
financial information assess how public money is used. Consistent reporting, 
improved asset management and the Pre-Election Report provide key tools to 


help better understand the use of and value obtained with taxpayers’ money. 


Developments in Public-Sector Accounting Standards 


Public-sector accounting standards establish how the financial activities of 
governments and public-sector organizations are measured, recorded and 
reported to the public. They are an essential building block for effective 
government decision-making, budgeting and transparent reporting of 


financial information. 


Over the past year, the Public Sector Accounting Board (PSAB) has issued a 
number of proposed changes to government financial reporting, including 
accounting for government transfers, financial instruments and foreign exchange. 
In response to issues raised through a federal—provincial Joint Working Group of 
senior government and accounting standards officials, PSAB has also initiated a 
review of its Conceptual Framework, which underlies the Board’s development of 
all public-sector accounting standards in Canada. The PSAB acknowledges that it 
is giving this project the highest priority. 


Ontario expects that PSAB will incorporate the results of the Conceptual 
Framework review into its recent proposals and existing accounting standards 

to ensure the transparency and quality of public-sector financial reporting. 

The government will continue to work with PSAB and other stakeholder groups to 
ensure that accounting standards established for governments in Canada serve the 


best interests of Ontario’s taxpayers. 
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Consistency in Accounting Standards for the Public Sector 


Consistency in accounting standards is important aS it provides more relevant 
and understandable information on the finances of public-sector organizations 


delivering publicly funded services. 


Late in 2010, PSAB approved the inclusion of accounting standards applicable 

to public-sector not-for-profit organizations in the Public Sector Accounting (PSA) 
Handbook. As well, effective in 2011, the Accounting Standards Board replaced 
current accounting standards for commercial enterprises with International 
Financial Reporting Standards and Accounting Standards for Private Enterprises. 
As a result of these two significant changes, public-sector entities must individually 
reassess their basis of reporting and implement standards that best meet their 
users’ needs and support sound decision-making. Without guidance and support, 
however, these changes will increase the risk of inconsistent financial reporting 


across publicly funded entities. 


As a result, the government is collaborating with government ministries and 

their respective agencies and sectors to ensure that an informed and consistent 
choice of accounting standards is made to support transparent financial reporting 
and accountability throughout Ontario’s public sector. The initial phase of this 
process focused on consolidated public-sector entities. The next step will be to 
engage public-sector organizations outside the Province’s reporting entity, such as 


municipalities and universities. 


Pre-Election Report on Ontario’s Finances 


In December 2004, the McGuinty government passed the Fiscal Transparency and 
Accountability Act, 2004 (FTAA) to ensure greater transparency and accountability 
in the government’s fiscal planning and financial reporting. Under the FTAA, the 
Ministry of Finance must release a Pre-Election Report on Ontario’s Finances in 


advance of a provincial election. 
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The purpose of the Pre-Election Report is to give citizens a clear understanding 
of the Province’s estimated future revenues and expenses, and other details of the 


fiscal plan, before the upcoming provincial election, including: 


* the macroeconomic forecasts and assumptions used to prepare the fiscal plan; 


* an estimate of Ontario’s revenues and expenses, including estimates of the 


major components of the revenues and expenses set out in the plan; 
¢ details of the reserve; and 


e the ratio of provincial debt to Ontario’s gross domestic product. 


Under the FTAA, the Auditor General will promptly review the Pre-Election 
Report to determine whether it is reasonable and release a statement on the 


results of the review. 


Improving Reporting on Capital Assets 


The government has made steady progress to improve the reporting of tangible 
capital assets, resulting in greater transparency and opportunities for improved 
asset management. Major assets have been reported in Printed Estimates from 
2003 and a number of other asset classes (including vehicles, aircraft, marine 
craft, information technology systems and hardware) added from 2009. 

The government will implement additional measures to further enhance the 
financial reporting model for its real estate portfolio and improve transparency in 


the management of government assets. 
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Efficient Use of Public Money 


Prudent management of public money is critical to ensure results are achieved 
and taxpayers obtain value for their tax dollars. Effective financial management 
enhances efficiency in the use of public money and helps to manage demands for 


debt financing and associated borrowing costs. 


Financial Management of Stimulus Programs 


In the 2009 Budget, the government announced a two-year investment in capital 
infrastructure to help stimulate the economy and create jobs across Ontario. 

For many of the projects funded under the stimulus programs, Ontario, the 
federal government and the project proponents, including municipalities, each 
contributed one-third of the costs. For investments in social housing, Ontario and 
the federal government split the cost equally. The Ontario government has applied 
strong control measures to ensure that funds are spent for the intended purpose 


and that the expected results are achieved. 


In 2010, the Auditor General of Ontario conducted a value-for-money audit that 
focused on the structure and implementation of three programs. The audit looked 
at whether adequate systems and procedures were in place to ensure timely 
distribution and prudent administration of the funds, and measured and reported 
on the effectiveness of these programs. The audit was done as the programs were 
being implemented. The government has already taken steps and made changes 

to the programs based on the Auditor General’s work and recommendations. 

The Auditor General’s report noted that “the responsible ministries devoted 
significant efforts to establish the appropriate systems and process, and to adhere 
to the Province’s Transfer Payment Accountability Directive on program eligibility, 


reporting and other accountability requirements.”’ 


' Office of the Auditor General of Ontario, 20/0 Annual Report, p. 179. 
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The government has made timely monitoring and reporting essential elements 
of the stimulus programs. Since November 2009, Ontarians have been able 

to track the progress of projects in their communities and across the province 
on the Revitalizing Ontario’s Infrastructure website at www.ontario.ca/ 
infrastructure. The website shows up-to-date progress for each stimulus project. 
In December 2010, the Ministry of Infrastructure launched an enhanced version 


of the website with new features and additional information. 


Ontario and the federal government have announced an extension of the stimulus 
funding deadline from March 31, 2011 to October 31, 2011 for qualifying 
projects. The government will continue to maintain strong controls to ensure 


program objectives are achieved and funds are spent wisely. 


Effective Management of Debt 


The government borrows money to build new infrastructure, such as roads, 
hospitals and schools, and to fund annual operating deficits. Increased debt leads 
to increased borrowing costs, which squeezes the overall amount of funding 
available for future health care, education and social programs. Accordingly, it is 


important to manage the levels and cost of government borrowing. 


To ensure the sustainability of its financial plan, the government continues 

to carefully choose its infrastructure investment priorities and maintain the 
appropriate balance between investments that provide economic stimulus 
and create the jobs and infrastructure necessary to underpin Ontario’s future 
economic growth, and the level of increased debt. By carefully managing the 
rate of investments, the Province will reduce pressure on its borrowing needs. 


This approach will lower the rate of debt growth and associated borrowing costs. 
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Other Requirements 


The government will introduce the proposed Supplementary Interim Appropriation 
for 2011-12 Act, 2011 to supplement the Interim Appropriation for 201 1—12 Act, 
2010. If approved by the legislature, this will provide the balance of interim legal 
spending authority for anticipated 2011-12 spending, pending finalization of the 
2011-12 voting of Supply process. 
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Section H: Details of Ontario’s Finances 


Fiscal Tables and Charts 


This section provides information on the Province’s historical financial 
performance, key fiscal indicators, and details on Ontario’s fiscal plan 


and outlook. 


TABLE 23. Medium-lerm Fiscal Plan and Outlook 


($ Billions) 


Interim; Plan ———Outlook 
2010-11: 2011-12 2012-13 2013-14 


EEEETEEEE ETT EEL EEE EE EEDA TLE LE TELE EL TEETER EET SEA Gore ene EEE EEE 


Revenue | _ 106. Zi 1085 = 111.8 117.0 


__ Programs 133, 1138 146 | auKaiel 


Se MEET OETA LLL WLR eee eee ee ELLE LLL EEE ETEES 


‘Total Expense i 122.9: “Tas. 1 126.0 129.3 


reece eee LCCC LLL CLC CC COCO CeCe eee e Cee cC ee COLL LOCCOLL CAL CCCCCCLCLLLLCCCCCCCL CCC ACCCCC CC OOOO T CC COCO OP COC CCG TCGCCCCes TCOPCCOCCCCCCLPCLCCLCCCCLCCCCeCoteseestaaAeaAtenttttnacerecettcetttettCettieferreetneetentententssannasnsnaninattttttsstttettetettteteeetetttetsteesstrrreceneatrsanannnnneenttcescettttttereeettetteeretteeeteestetestett 


Res S e Ive oe AADAABASASALAAADDDDSOLOPAAOAADAAADABOBDABOSDOMEDIOLLABISEBPAAAAEASEDEDSEDIDEDS as : 0. / It 0 I. 0 


00000 LEE ELEIESSIISIISESLALILAE OLAS ALABASTER anea agana 


Pee ui. i a Re at aT ant fo ate 


RULED LL LLL EE LOTT SUEUR OT LLM ED LLIB LOSER TO UE ROD OE STOEL SIOUCULID DOE UR ELE OTL LOUD UTIL MLE EBERT LOLOL EEOOL ST EDEEL SILO PEOU DLS LELO LOS TRELOU SOURED ESSE CLLRS ELLIE OL CLL IEEE OEE DOSES URIU IED 


Net Debt ATE Me TC Ey 


sarnanennee PAAAAPIAORAIAABOABSLALAOOPIAICACSIDASASDASSODALSIASADDADEODILLODIISAOLOLOSPESIEADAPEPIBEAEAOOBLALSZEDILIDSIDIDRADOSDISDONSDIDBADAENDD REDD NAAEessAnsasaDsEsDEsERDDADsEnaDsEDsbasesEsEDsensestrlnnessanassesaasese NAAOANRARARARARPRARERARPRDSPORERARARAZASA 


Accumulated Deficit 147.6, 164.0 179.1 192.4 


CLEELEEEIPSLLEEEEEIS OO REIE OLLIE SOTTOTITOLI ELE ESAS i _—————————————————OCLKNKN((O 


' Interest on Debt expense is net of interest capitalized during construction of tangible capital assets of $0.2 billion in 2010-11, 
$0.3 billion in 2011-12, $0.3 billion in 2012-13, and $0.4 billion in 2013-14. 
Note: Numbers may not add due to rounding = 
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TABLE 24. Revenue 
($ Millions) 


ig Interim Plan 
2008-09 2009-10! 2010-11___2011-12 


_Personal Income Tax ee ATES Ee 25,738 VISIO ee ce 25,900 
_Sales Tax! aed 2, 17,021 17,059 19,047 20,134 
Corporations Tax . 6,748 9,615 Oe 8,874 
Education Property Tax? Jvc leer) ian eee OU eit 9,/97 0,727 
Employer Health Tax cee 4,617 AS4, ss, 784 4,991 
Ontario Health Premium 2,776 2,163 2,967 3,074 
Gasoline Tax ee Mase Zol4 2,336 ' 2,387 2,392 
Land Transfer Tax mee euros “01S 1,249 1,249 
Tobacco Tax NAS. RS ah a 1,083 1,158 1,142 
_Fuel Tax OER of eh aay 658 , 711 721 
Beer and Wine Tax (replacingFees® MSS a oe = 398 938 
“Electricity Payments-In-lieuofTaes SS SS~OSSSCSCSC«iSSSSHSSC 
Other Taxes Se es a 
| eee ee ~ 68,856 56 sé 4,933 931 Lionas 71,264 «75,270 
Goverment of Canada BE POR oe eaten staal A ‘ 
Canada H Health WG ah ee ee ee ee 8,942. Wes WRN 791, 2 BG 10,713 
Canada Social Transfer as a EA A204 os 90 ee 
21 ae UMC MME 
Infrastructure Programs Pee ke ceed ~) 00 LIGG I Re se0 
“Aahone Market Programs: |< PRAY NOC tit OT ng 105) eat 891 
Social Housing RC tee: cre Mee eee ere 482 
Wait Times Reduction Fund =A ae mapper sata AE Pe oo) wanes sel gi 97 


Other Federal Payments 


Power r Supply Contract Recoveries 953 1,409 1,281 1,351 


Sales and Rentals 


“Miscellaneous ( Other Non- Tax F Revenue _ 


Total ‘Revenue ae >: 933 99 

' Sales Tax in 2010-11 includes Retail Sales Tax (RST) and Harmonized Sales Tax (HST). The RST was replaced with a 
value-added tax and combined with the federal Goods and Services Tax to create a federally administered HST. Sales Tax revenue 
includes the Ontario Sales Tax Credit and the energy component of the Ontario Energy and Property Tax Credit. 

* Education Property Tax revenue includes the property tax credit component of the Ontario Energy and Property Tax Credit. 

‘ ° Beer and Wine Tax replaces Beer and Wine Fees and the reduced sales tax on alcohol. There is no net new revenue for the Province. 
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TABLE 25. Total Expense 
($ Millions) 


Actual; — Interim Plan 
Ministry Expense 2008-09 2009-10: 2010-11 2011-12 


LEELA TLD TEE ESTEE SITE EES EEDA LESTE EET ESL ETEEEDEU EEE T AIRED EE ene pean eesonrrprnsene LLL LEE ELE EET ELITES TERRES 


Aboriginal Affairs 90 STi 81. 1 78. XS 


Agfoutue, Food and Ruralafais' HSI] 
Attorney | General - 1,749 1,663 1,756.0 1,905.2. 


Board ¢ of Internal Economy Pee idan aes omy. ee seo vite ay 187 een 193.9 Meee: 293.9. 
Children and You id Youth Services RC CRT EE TA Bia. ce: 3,588 | 3.8669. 33815 | 


‘Citizenship and Immigration 89 101: 107.6 102.0 


NE acti i tS Ee a i a are ec ec PO cee Mn Be 7 I Deeb dE oooh BP Sap BOT, Oa ter? SORT UR ONI BSY. AS Di niet opp MN GDI eas 


Community and Social Services 7,992 8, 621 | 9,234.5 ye 9,769. a) 


Community Stet and Conectonal Services —=s=S=S*~*~*~*~«iSC*« SSC 
Consumer Se Services 18 173 19.4 auey 


ponanennnessancsnscsennne MARAPRLSIEOGARALPOADISPEDNAALIAIOPDIIEPOICIDIEASIGLDALIDIDISIICODODILDEDIDIDLLASAGIENELESED EDS pEnbabasibbbsssevesssiesbsesbarsbedsisbrarsssesissssesvsnsssesressrstoeevstsesesasaeesssersssossersosssssscosorsebe Pronssncctncnsrssctssessressstnsresessssstsesscsssnsnsseseussnanninssssasessasnscseetsissise 


Economic Deveopmentand ade B28 fey eat 
sBiucation’ ys 20,471 62, v7 ae 2086 ee _B 220.3 


TECLD, 2 Ss 9 neti aealiieat t  eee RN A 469 Beg SLI 
Re meta rhe oot ke le glenn eee 826 


Finance! Sere ete cna tg BOUT 


Francophone ee Co, et en ie as. 
GovermentSericgs! SSSI RSS 
Heath and long-lemCae «OSSD TOB SSNS. 19 
‘Heat PomotonandSpot’—=ss*=“‘*‘“‘*~‘“~*~*é«aSC*~C* S056 Nae Ma amin SRA 
Bi srieuiseUee eee DC  hoe  et h  U9) peal Dall Oa gaa omah GOT 
Joop ot i a eh L nea ef Shin ge 908" 
Municipal fas and Housing TCD maeeged 


“Northern Development, Mines sand [Forestry ET HE Seen aes 645 Cs 653+ TY, “BL8 832 4 


esearch and novation! 8S 


Revenue! 635 1,129 : 953.1 304.4, 4 


MOMAARAAANOAAARRAROOAAAINARAARDAIADD SARNIA OPCOMARCAANSGISDEDIADLEDSPEY SSIDSIIOASESIESIDANEEDADODSDOLADALUANIADICADADODIELESALSIGRODISIDDESIDLESISAASOLADBESAEABSOLDADIESDELEDESRELAEIEDIDALSIEIESILSDLEDAOBADSILODNASAOCADAMAAAONBLASSIOROLISID GAL ADCADIOUSESAEDAEAEAAIOSsaonbvbbDsAsrODssescésansacpesiosnenes. ApennnsantnnsDAsssssss ObOstQOsnnAsAssAsbihnaseshanunassbeasTnnansbbssanssresenssanassasssosssssssansssise 


etic nna on tng UI 


Taining Coleges andUniversites! OBST «= 8TKH «08D 
_Transportation' Nek ede eC ee aghty __ 2,033 2,092 ¢ ee 22404 vent oe 340.3 


Interest on Debt? 8,566 8, 719) 9527.0 10,289.8 


CUES et ek Re lee = Re ec OR ee za NO eve tah Sods Rat Ae ak gee RON RTE VN EO sO ER pee cscs RUHNU Ce ae SO He SORE AB ado te OEP eck back cl sith sel Rrcomneea cade 


Other Expense’ 3,035 8985 10, TOY earree F178 


Year-End Savings! ponies sakes cpore = =! =_ (1,075.0) 


ESE EBLE ELE REDE ESTE SEDO T SERED OILLE TEE SLEEDESS IEEE TEBE ESTES ESTEVE STESL ISSUE SSE coat 
Speriannannnncnrre pest wis spepeaee, 


103,342 115,055! 122,871.2 — 124,068.2 


ie LSE 


i Details 0 on n other ministry expense c: can 1 be found in Table 26, Other Expense. 

* Credit expense amounts are a result of adjustments between the Ministry of Infrastructure and other ministries to reflect 
consolidated net spending on realty assets for the year. 

* Interest on debt is net of interest capitalized during construction of tangible capital assets of $148 million in 2009-10, 
$195 million in 2010-11 and $268 million in 2011-12. 

* As in past years, the Year-End Savings provision reflects anticipated underspending that has historically arisen at 
year-end due to factors such as program efficiencies, and changes in project startups and implementation plans. 


Note: Numbers ‘may not add due to rounding. 
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TABLE 26. Other Expense 
($ Millions) 


Actual , Interim Plan 


Ministry Expense 0060-0 NT 2008-09 2009-10! 2010-11 2011-12 
Agriculture, Food and Rural Affairs Saeed “i 
__ Time-Limited Investments in Infrastructure a ds A ee 293.4 
Time-Limited Assistance 13 2] 3 9.0 - 
weeveceecennereccecceeeeceeeetentdtrnctececttttseeeectettratttttttttCCtecttteeeseeetttttrttttCetCeeteettttttnttttCCCtCtCeCeCCeettMTnerttettCCCCCtCCCeCQettAtreTtCCeCCtCeCCeCtQTTnTT ttt CCCCOCCCOCTTCCTTttTt ttt tCCCCCCeTCCCQWOMItT tCCCtCCCECCTCOCCCOTTT CC CtCtLCLCCCDCCCTTT COC tCCCtCCCCLCCCTCT ACCC CCCCCCCCCLCCERCt TCC CtCCCtCCCC CC CCH feCTC Cet LCCCCC CeCe tere 
Education i iiealide col biiee ahbon Meo 
se icachels Petsippe Po ey. a een ecu xiO al 50255! S218 5260 
AS, . 
‘Environment ksi 2 re Sake; i 
One-Time Investments 68 oy - ~ 
ansiivebdannsdtadaciinbdsAabsenedababdbasnnsnbicesbnusrtesiSDivoniatpstniHs bansdnstvedDISAAiBOr>DADSGISPSATSASIDBAP SDI TAIPEPOAUEDISEDRDAGAIDDIADS sansconssnasassnnaninnscosssssssssnansssansnanssssscosssasnansensnssnnsonnsenssassnanssssanssnsnsssonssanssszusanansssasassnnnsnasszanssnansnanssncanasssasinanssnnanasssssasassnnninnnassessssssHAtntnnneneQseQesCGsssasaZsAeBssDQsQCCPGstOZZOssnsnsPAbsescesssensnaaisse 
Finance 
seecommmennererneccercnteerenrerren ren CC te tttCCCCCN COOL OCORTE OOP CCACEPECCEOCCEED OOPCOIICCODLCCLOCLOCOCLIC CE pea cenmeree nore rCereteen berCr ere tet eCtnr eet CCl tte C COC OCIPCLCOCOOOLCOLCONTITTOCCCCOTS PeLccecce CCRT eestCCCCCLCCCCCCCttCC ATL COrCCCCCCCCCCCCLOCNRC CCC CCOCCCCCC CCL CCTT CTT Ct CCCCCCC CC CCC LCCC CLEC CCCCLCCCECC TTC CCLL LCC CCLCCELCCCC CTCL CCC CCECCCEC CTCL 
__ One-Time Automotive Sector Support? nt Mey i ean a bs cen N26 - - 
Ontario Municipal Partnership Fund == 905 BL! 68S 8238.7 
Operating Contingency Fund — —' 250.0 600.0 
wend nacinoec ns nAanecettondtes th NAN DODIOLE SOA SCORDETTODERIANICLASATSADCDSADDCEBDS IOI CREREAIDS Se 
Pension BenefitGuarantee Fund 0 See 
__ Power Supply ContractCosts meray 953 «1,409! 1,281.0 1,351.0 
_Govsaniient Secviees ovo Wehr ena ros 99) a ea 
__ Pension and Other Employee Future Benefits 971 949 | 1,199.0 1,341.0 
Health Promotion and Sport wy: 
__Time-Limited Investments in Infrastructure AB 2884 
__ Time-Limited Investments to Support Pan/Parapan Am Games i a ee 28.3 
~ Capital Contingency Fund he - —! - 100. 0 
Municipal Affairs and Housing ae 
~Time-Liited Investment in Muricigal Social and Affordable Housing Stock 585 660.796. 
One-Time Assistance - —! 22.6 - 
por) ete ener eee cnevanasantboninntanssdrinbonsancsssronirontssrnsbesstsemnsbbaeesnsssiasbinmaresssssatestnbentteintstnteeatstesnceiststemtsienttesmetintttrstettntenitntessstamresiasettbbianteeinetesesessssncestantinssanmetnsssensbcantintnsstinteeanstsmbbasanetatsiaaseeenN 
‘Researchand Innovation. 0) ae a 
One-Time Investments ; — 5 3 - - 
~ Harmonized Sales Tax Transitional Support — sla ar. - oe 3,200. (ee “1,440.6 
Tourism and Gute eee 
One-Time Investments - - | 2 Shee ee 
Training, Colleges and Universities i 
sasssnnsannnssaannssnannnsnnranancnssnrensnssnsssansnnsssssnssssssasinsssstassnansasssnnssssnasssnssanssssssnsnsssssisnnssenssssnsssananssssassssnsssssnsssssssannansasssnssnnsnsannasnsnsannassninnsnntsnssanssnnnensnsnansssanananssnnnscannnnanininsiannasnnssansniasanninmnnusannnsnininannnnsiinnsnisnsaannsssnnnsanisssainnssiisesnstiss DAAAANIIAAANDIQOABOANABStCASBODAOAOZCOAOAOZAADOOOAAACORAAOCtCeennsnenecet 
__Time-Limited Investments) yc es pt 
Transportation 2S 
__One-Time Transit and Infrastructure Investments z 190 ! 7m ” 
Total Other Expense 3,035 8,985, 10,771.6 7,727.8 


| Numbers reflect PSAB pension expense. Ontario’ S matching contributions to the plan grow from $1,070 million in 2008-09 to 
$1,381 million in 2011-12. 

2 Reflects the fiscal impact of Ontario's $4.6 billion in support to the automotive industry. 

Note: Numbers may not add due to rounding. 
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TABLE 27. 2011-12 Infrastructure Expenditures 
($ Millions) 


2011-12 Plan 


Grreveceeeeveetennceetece sceecececoeeceveneveetecvecceteectecetettree, eecovcerevecevecovevrete mevevcerveecececececerevevccewensucesesererercecretevevcetiretetteetee. 


Total ; Transfers” 
Infrastructure | Investment and Other Total 
Expenditures , , InCapital Infrastructure Infrastructure 
Sector 2010-11 Interim : Assets? Expenditures? Expenditures 


CREEL LEIP TIES ISI IIE ITAIEEE ODED LD ETIERIESEIERTES EASA ELILL TOSS OS IEA opapanane tats tame eas a canacaraata ee co RRA eR Hea CUR 


Transportation 


Transit inn 7a agi 093 391] 2,483 


REOUNORIMIETNGSS eee 1,985 ' 2,118 ast depen Magee O 


COOLER LOO COLT LEP OOOST LH CUL CLEA OTEOOCCECEL PCE ET ET ELETOL LT CTESATON UU LEVUSYCOLALOLILE DEAE CCLUT EEL MpL Es AY Ox ed EY CUbUnECeTU ara ercacuonenencecenuctsetiinesesreesdtntuinavevtitecnrecersettirersneverettes 


Other Transportation? 800 708 ate 


Freoovee seeetes 


H g d Ith Aonanaeansnnsen : 


eae ay D6 a ee a ak he ry 


Other Health 183 118 171 289 


Ripe ct era rnr acenmmnnaecee nese are Heide De ntact Meena dae nn RAAdAAARBACLEHAAEP ALAS nAILELADRIDDSPERASRPBODEA ARC POLAOPMnRteCCPOARLALODOANIPAALEAGARARASIOAAAMAILOURAHOLCOL ACD MAALESLOCARIBDODMAMAALOODOS ADAAASGSDIAAOL GSO dir aALLGLOSIRASLAOOOSAdnAdeassadadeDdSNIRiASIosbeaitpansonssodsaperenasrestusiasnipessslistseSiusaséesGdmdnsovpsossedesesésstassiasdiibistedéeseNesliolunwmeséniais 


‘Education salt 822 | 2,092 30 a2 | 


Postsecondary — 


_ Colleges a 
Universities ef, att OO ae ce ee 


Municipal and Local Infrastructure 431: 134 191 325 


ee as a ee 
GMail a 7 li aA a SS aio (Brad en amos. 


Short-Term Stimulus Investments _ 3,613 on Eb hom AMS 


‘Subtotal “14,869 | wigivd HA639 re 0 gan BUB.e bapa) eel, 447 
Less: Other Partner Funding — Tae } 674 | ~ 674 


‘Total eee Partner Funding 14, 146 “10,5 965 i 808 12,773 


eure AACA AEAC CHELONA PALES PESTMMAAEAS TE APESTAAEERCPAEHOPTCASPESTSESSESOAEGESPEULEDSEA TE COSTA CRSIESESEADSUSAEASEABOABISOPASADAAAAAADELEACAASASAETASEEABESSUPUASTAASTHATAAOLEYDONOLSESEAIOGOASAAEASAIEAAETASUINC CH UASUAAISIASUSESSISSAPASISSAASAPASESSESEAPUAEASISSUAALIAIYASASDAOOMAAIESVESESUSSUSASSAAISAAAAIAACAaaAdApusadeusasoddadsEpasensnesdenspursatasnréodnisafededtsdpasasadéatsvedsetsasedsansrsteeécannsstenr 


investment i in Capital Assets includes interest capitalized oe sorstrittor oft g 
* Mainly consists of transfers for capital purposes to municipalities and universities, and expenditures for capital feraite 
> Other transportation includes planning activities, property acquisition, highway service centres and other infrastructure programs 
(e.g., municipal/local roads, remote airports). 
* Third-Party Contributions for capital investment in the consolidated sectors (schools, colleges and hospitals). 
° Mostly federal government transfers for capital investments. 
° Total Provincial Infrastructure Expenditure includes Investment in Capital Assets of $9.5 billion for 2010-11. 
Note: Numbers may not add due to rounding. 
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TABLE 28. Ten-Year Review of Selected Financial and Economic Statistics: 
($ Millions) 


2002-03? 2003-04 2004-05 


WOLLOLL SELLE LIEELIITE LLL TLL OLLIE ALLL LITS TLL EE DELILE ELITE LEEITLAONLIILASTELILLCLLSCLLLLLE IRAE EEET IELTS EOL LLALETREDRELL EEL TIDRELE SETAE NE iii te ELLE LIE EEE EEE LLL itt iite 


Financial Transactions — 


“Expense — 

SPYOSFAMS ome gg he apes gl es 
Interest. on Dab tiene,» ee tan>! eae leave ny netnens acetal ___ 9,694 9,604 9,368, 
‘Metal, Expense 5. tong) hel ene th NS cae cu tb aos 79,792 85,416 
Reseeve iio & nga lies alt eben yon! cong ar tir ect «gi Maplin: eer coger eae er 
Surplus/(Defictt) oy os an A re 
Net Dai patent perme foie eet ioe orca seems i 132,647 138,816 140,921 
“Gross Domestic Product GDP) at MarketPrces—~S~SC~C~*~C*~*~S*S~S‘B~~C«OBL = LOG 
Personal Incomes io Ss we in a 1989 A208 
Population nee UY O00 Sard oo neh ver nes peso soekememamepen ote kl ds UE ees 12,282, 12,391, 
ett ana ets) —_—_s)_fs_ 
‘Interest on Debt as apercentofRevene 10 te ~ 2 Pei 


: Revenue and expense have been restated to reflect a fiscally neutral accounting change for the revised presentation of education 
property taxes, as described in the 2010 Ontario Budget. 

Starting in 2002-03, investments in major tangible capital assets owned by the Province (land, buildings and transportation 
infrastructure) have been capitalized and amortized to expense over their useful lives. Starting in 2009-10, investments in 
minor tangible capital assets owned by the Province were capitalized and amortized to expense. All capital assets owned by 
consolidated organizations are being accounted for in a similar manner. 

Starting in 200506, the Province’s financial reporting was expanded to include hospitals, school boards and colleges. Total 
expense prior to 2005-06 has not been restated to reflect expanded reporting. 

Interest on Debt is net of interest capitalized during construction of tangible capital assets of $148 million in 2009-10, 

$195 million in 2010-11 and $268 million in 2011-12. 

Starting in 2009-10, Net Debt includes the net debt of hospitals, school boards and colleges consistent with Public Sector 
Accounting Board standards. For comparative purposes, Net Debt has been restated from 2005-06 to 2008-09 to conform with 
this revised presentation. Net Debt has also been restated in 2003-04, 200405 and 2005-06 to reflect the value of hydro 
corridor lands transferred to the Province from Hydro One Inc. 

Sources: Ontario Ministry of Finance and Statistics Canada. 


DS 
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Actual : Interim Plan 
2005-06? 2006-07 2007-08 2008-09 2009-10? 2010-11 2011-12 


FE DOE PES IEEE EE PATE ER EE TI eR aE epee ce cc ee ape ee ee gat cs aR ee ee a ea eee ae eee eae ely 
ee PO | AUS DIS OR 860580 i R03 tot 106,185 108,453. 


i 


80,988 85,540 94,065 NOA7TGN We shee ets 3AA 113,778 
Pee erg 0 AU ere eras tooag yt 2 119,778) 
9,019 8831 4 8566 8,719 | 9,927 10,290 


<a" a = ei ee ea 0 
= Se ts I uy ae hae ee ee U0, 
Pas — fan) 18282 ___ (16,686) (16,316) 

ae ea : EES a 


seth, a a ea — 
NORA ian ALi alc) Mia EERE) UP 71641 


12528 re Sem on on Bis Use “B21 a 3374 
ies 12139 12,282 311314817! «(16,452 18,056. 


oe 


231 


2011 Ontario Budget 


CHART 22. Composition of Revenue, 2011-12 


Income from 
Other oe Government Enterprises 
se j AX $4.58 
Ontario Health Premium 


3% $3.1B 
Gasoline and Fuel Taxes 


3% $3.1B ™~ Federal 
Payments 
Other Taxes ~_. 20% $21.7B 


4% $3.98 


Employer Health Tax —— > 


9% $9.0B 


Personal Income 


Corporations Tax Tax 
8% $8.98 24% $25.5B 
Sales Tax 
Education Property Tax 
57% $5.78 19% $20.1B 


Note: Numbers may not add due to rounding. 


CHART 23. Composition of Total Expense, 2011-12 


Children’s and Social 


Services Sector Justice Sector 


11% $13.7B 1% $478 


Postsecondary and Training 
Sector 
6% $7.18 


Other Programs 
14% $17.48 


Education Sector! 
19% $23.2B 


Interest on Debt 
8% $10.3B 


Health Sector 
38% $47.68 


1 Excludes Teachers’ Pension Plan. 
Note: Numbers may not add due to rounding. 
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_——isédséGhildren's and Social 
Postsecondary and Training © Services Sector 


sa 12% $13.78 . 
: = Justice Sector 


Education Sector? fo | _ 
20% $23.28 ({/; ==. Other Programs: 
— 8 8 % $74B 


Health Sector 
42% $47.6B 


| Program expense is total = 
expense less interest on debt. 

? Excludes Teachers’ Pension Plan. 

Note: Numbers may not add due to rounding. 
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Support from Gaming for Health Care, 
the Ontario Trillium Foundation and Communities 


Proceeds from gaming activities in Ontario continue to support 
Provincial priorities, including the operation and support of hospitals, charities, 


amateur sports, communities, Ontario First Nations and the agricultural sector. 


TABLE 29. Support for Health Care, Charities, and Problem Gambling and 
Related Programs 
($ Millions) 


Interim Plan 


~ Ontario Trillium GON ae at es ee 
~ Ontario Amateur Sports 10 10 


Revenue from yoni Casinos: 


Revenue from Lotteries, Charity Casinos and Slot Machines at 
Racetracks 


The Ontario Lottery and Gaming Corporation Act, 1999 requires that net Provincial 
revenue generated from lotteries, charity casinos and racetrack slot machines 
support services such as the operation of hospitals, problem gambling and 
related programs, amateur sports, and funding for charitable and not-for-profit 


organizations through the Ontario Trillium Foundation. 


An estimated $1,498 million in net revenue from lotteries, charity casinos and 
slot machines at racetracks will be applied to support the operation of hospitals 
in 2OLSi¢. 


Chapter II: Ontario’s Economic Outlook and Fiscal Plan 
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In 2011-12, the Ontario Trillium Foundation will receive $120 million to help 
build strong and healthy communities through contributions to charitable and 
not-for-profit organizations in the arts and culture, sports and recreation, human 


and social services, and environment sectors. 


Iwo per cent of gross slot-machine revenue, estimated at $41 million for 


2011-12, is allocated for problem gambling prevention, treatment and research 


programs. 


The Quest for Gold lottery will provide an estimated $10 million in 2011—12 for 


financial support to Ontario’s high-performance amateur athletes. 


Benefits from Commercial Casinos 


In 2011-12, net Provincial revenue from commercial casinos, estimated 

at $69 million, will be used to support general government priorities, including 
health care, education and public infrastructure. In addition, commercial casino 
operations support approximately 10,400 direct jobs in Ontario and provide vital 


tourism and economic development attractions for their respective communities. 


Other Beneficiaries of Gaming Activities 


TABLE 30. Support for Agricultural Sector, Municipalities and 


Ontario First Nations! 


($ Millions) 
Interim Plan 
Ontario FirstNations ee Ue Wer x emmn see Meter 


' ' Operating expenses of the Ontario Lottery and Gaming Corporation (OLG) include r revenues s to the agricultural sector a as $ part of 
the Slots at Racetracks Program, host municipalities of OLG gaming sites and payments made to Ontario First Nations under the 
Gaming Revenue fe Sharing and Financial | Agreement. ae 


235 


2011 Ontario Budget 


Approximately 20 per cent of gross revenue from slot machines at 


racetracks is used to promote the economic growth of the horse-racing industry. 
Since 1998, this initiative has provided over $3.4 billion to the horse-racing 
industry in Ontario, a key component of the Province’s agricultural sector. 


For 2011-12, additional support is estimated at $345 million. 


A portion of gross slot-machine revenue, estimated at $76 million in 2011-12, 
will be provided quarterly to municipalities that host charity casinos and slot 

P q 5 P ty 
operations at racetracks. These revenues will help offset local infrastructure and 


service costs. 


Beginning in 2011—12, Ontario First Nations will receive 1.7 per cent of gross 
gaming revenues, estimated at $117 million in 2011—12, through the Gaming 
Revenue Sharing and Financial Agreement to invest in education, health, 


economic, community and social development. 
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Highlights 


Ontario’s Tax Plan for Jobs and Growth 


Ww 


Ww 


Ontario’s Tax Plan for Jobs and Growth will help increase capital investment 
by $47 billion and create nearly 600,000 net new jobs by 2020. 


Ontario’s Tax Plan for Jobs and Growth will provide tax relief of $12 billion 


for people over three years. 


By December 2010, an estimated two-thirds of business savings from the 
Harmonized Sales Tax had already been passed on to consumers through 


lower prices. 


The proposed Ontario Trillium Benefit would combine payments of 
refundable tax credits and deliver them on a monthly basis, starting in 
July 2012, to help low- to moderate-income families and single people better 


manage their household budgets. 


Ontario is taking steps to improve the administration and enforcement of 


Ontario’s tax system. 


Securing Our Retirement Future: Reform of the Pension 
and Retirement Income Systems 


yw 


yw 


The government has undertaken ambitious, balanced reforms to modernize 


Ontario’s employment pension system. 
The government has taken action to protect Ontario pension beneficiaries. 


Ontario supports a modest, phased-in and fully funded enhancement to the 


Canada Pension Plan. 


Ontario is exploring innovative types of pension plans to improve 


workforce coverage. 


Sn eee ee eee ee ee ee ee 
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Section A: Ontario’s Tax Plan for Jobs 
and Growth 


As Ontario’s economy emerges from the global recession, Ontario’s Tax Plan for 
Jobs and Growth will help ensure sustained economic growth and job creation 
by significantly improving Ontario’s tax competitiveness. A more competitive 

tax system allows Ontario businesses to better compete in export markets and 
enhances Ontario’s attractiveness as a location for businesses to invest, leading to 


more jobs and higher incomes for Ontarians. 


“Coming out of this global recession, it is the government's responsibility to take 
action to get people back to work and get more businesses investing in Ontario. To 
do nothing is simply not a good option and | commend the meeninty government for 
taking this bold step forward.” 


_ Maritime-Ontario Freight Lines Ltd., July 29, 2010. 


_ “We want to bring on more quality staff and create more quality jobs, and the HST 
is one thing that will help us get there a little bit sooner.” 


Jas Brat, Owner and Chief Executive Officer, Entripy Custom Clothing, 
May 18, 2010. 
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“Ontario has made great strides in recent years to substantially improve 
competitiveness of the business tax system: from the elimination of capital tax, 
corporate income tax cuts, reduction of Corporate Minimum Tax, elimination of the 
small business claw-back, accelerated Capital Cost Allowance for manufacturing 
and process equipment, elimination of the PST, to the harmonization of sales tax, 
these measures collectively lower the after tax cost of capital investment in Ontario 
significantly. | am not sure how many jurisdictions can boast such a nice score card. 


The recent tax measures put in place by the Ontario government have significantly 
benefited our business in terms of helping manufacturing companies become 

more competitive in the global market place. At our Tiercon facilities we’ve been 
able to actually triple the employment levels from just over 80 in 2005, to almost 
300 people in 2011. These tax measures help improve productivity by incentivizing 
companies to invest in new process, technology and innovations, in addition to 
freeing up cash flow for operations.” 


AGS Automotive Systems & Tiercon, March 9, 2011. 


The plan also provides significant direct benefits to Ontarians. To further assist 
Ontario households, this Budget proposes to combine payments of three tax 
credits provided under the plan into the Ontario Trillium Benefit and deliver 
it monthly to help low- to moderate-income families and single people better 


manage their household expenses. 


During the first full year of the Harmonized Sales ‘Tax (HST), Ontario households 
will have a total net saving of $2.5 billion under the plan and the Ontario Clean 
Energy Benefit. During the third full year, when the Ontario Sales Tax Transition 


Benefit is no longer available, the total net saving will amount to $530 million. 


A strong and competitive tax system also needs enhanced enforcement and 
compliance. This Budget proposes a number of measures to ensure that those 
owing taxes pay their fair share and that Ontario’s tax system yields the revenue 


necessary to support public services. 
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© Children’s Aetviy 


_ Tax Credit _ 


“© Ontario Ener 4 and 


_ Property Tax Credit 


‘Ontario Sales Tax 
Transition Benefit 


Northern Ontario 
Energy Credit 


e Ontario Clean Energy 


Benefit for consumers 


83 | per cent of consumer 
spending 


i. Point-of-sale e 


items such as. Oks 

children’s clothing 

New housing rebate _  -. 

Over $500 million pr - Ontzra a 

year reduction in business _Benefit for small businesses 
compliance costs from adits rss 
ener cer itanon . Over $ 5 on mn per year . 
$100 million per year in in business compliance 
administrative savingsto —_—_—cost savings* froma single 
Ontario government _ corporate tax ad ministration 


Reducing the number of © $50 million per year in 
Ontario Public Service administrative savings to 
positions by 1,253 through Ontario government 
federal administration 


_* All estimates are based on full implementation. Estimates are as of the 2010 Ontario 
Economic Outlook and Fiscal Review, except where otherwise noted with an asterisk (*). 
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How the Tax Plan Helps People 


Ontario’s Tax Plan for Jobs and Growth provides tax relief of $12 billion to people 


over three years. 


The plan permanently reduced Ontario’s first Personal Income Tax (PIT) bracket 
rate from 6.05 per cent to 5.05 per cent on January 1, 2010, which means that 
Ontarians currently pay the lowest provincial PIT rate on their first $37,774 of 


taxable income. 


“Coming into this budget we had serious concerns that tax harmonization would 
mean low-income families paying more for their basic needs such as children’s 
shoes and meals. The Sales Tax Credit is a sensible, forward-looking way to deal 
with that, and could become an important long-term piece of the economic security 
puzzle for poor people in the future. We applaud the government’s plan.” 


Michael Oliphant, Director of Research and Communications, 
Daily Bread Food Bank, March 26, 2009. 


For families receiving provincial sales tax credits, the Ontario Sales Tax Credit 
(OSTC) provides, on average, the most generous provincial sales tax relief 


in Canada. 


The government has delivered on its 2010 Budget commitment to create a new 
web portal to improve access to program information. The new web portal was 
launched in March 2011. A calculator to help people estimate how much money 
they can receive from a number of Ontario tax credits and benefits by filing an 


income tax return is now available online. 
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Helping Ontarians 


Ontario Sales Tax Transition Benefit — Families can get three payments totalling up 
to $1,000. Single people can get three payments totalling up to $300. 


Ontario Sales Tax Credit (OSTC) — Ontario families can get up to $260 per year for 
each adult and child. Seniors and single people can also qualify. 


Helping Families with Children 


Children’s Activity Tax Credit (CATC) — Parents who have children enrolled in 
extracurricular activities can get up to $50 per year for each child under 16. They 
can receive up to $100 for each child with a disability who is ee! 13. 


Ontario Child Benefit — Parents can a up to $1, 100 a year for each dependent 
child under 18. 


Helping Seniors 


Ontario Senior Homeowners’ Property Tax Grant — Seniors who own a home can 
qualify to get up to $500 per year to help with their property taxes. 


Guaranteed Annual Income System — Ontarians who are 65 or older can qualify 

_ for up to $996 per year to guarantee a minimum level of income. Payments are 
issued monthly on top of federal Old Age Security pension and Guaranteed Income 
Supplement payments. 


Helping Those Who Own, Rent or Pay Energy Costs 


Ontario Energy and Property Tax Credit (QOEPTC) — Ontarians can get up to $900 
per year to help with the sales tax on energy and with property taxes. Qualifying 
seniors can get up to $1,025 back. 


Northern Ontario Energy Credit (NOEC) — Residents of northern Ontario can get up 
to $130 for a single person or up to $200 for a family per year. 


Note: These credits and benefits are reduced or eliminated for higher-income 
people, except for the CATC. Amounts shown are for benefit years beginning in 
2010. The amounts for OSTC, CATC, OEPTC and NOEC are adjusted each year 
for inflation. 
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Ontario Trillium Benefit 


Refundable tax credits play an important role in providing low- to 
moderate-income Ontarians with relief for taxes and energy costs. As part of 
Ontario’s Tax Plan for Jobs and Growth, the government is providing $1.4 billion 
annually in enhancements to assistance provided through the refundable Ontario 
Sales Tax Credit (OSTC), Ontario Energy and Property Tax Credit (OEPTC) and 
Northern Ontario Energy Credit (NOEC), for a total of $2.4 billion each year. 


The government has introduced changes to better match the payment of these 
credits to when people incur expenses by paying these credits earlier and on 
a quarterly basis, instead of paying them in a lump sum after people file their 


income tax returns. 


The Province proposes to take the next step in transforming refundable tax 
credits by introducing the Ontario Trillium Benefit (OTB) in July 2012. To 
better align the timing of the assistance with the expenses that people face, 
the payments of these three credits would be combined and delivered on a 


monthly basis. More frequent and predictable benefit payments would help 


low- to moderate-income families and single people better manage their 


household budgets. 


: | me | Ontario Energy and Northern Ontario Energy | 
Ontario Sales Tax Credit Property Tax Credit | 
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Ontario Trillium Benefit: 
Illustrative Examples (Using 2011 Credit Amounts) 


Example 1: 


A single parent with one child and sdiucted net income of $20, 000 paying _ 
$629 per month in rent would receive a total of $936 from the OSTC and 

_ OEPTC over eight payments. Under the proposed OTB, the eae sols would 
receive 12 equal monthly payments. 


| 22 L Ms : 

4 Jul. _| Me Sm Oct. | Nov. ge Jan. | Feb. | Mar. he May | Jun. Total 
Current ($) 133, 10, -— 133s 101 a 133) 101 133 01] — 
TS Cs 6 
Example 2: 


A senior couple with adjusted family net income of $35, 000 paying $1, 200 
per month in rent would receive a total of $984 from the OSTC and OEPTC over 
eight payments. Under the proposed OTB, the couple would receive 12 equal 
monthly payments. 


"02° O03 


jul. | Aug. | Sep. | Oct. | Nov. | Dec. Jan. | Feb. | Mar. Apr. May jun, | Total . : 
Current ($) —| 3/7} 209 —| 37! 209 —| 3/| 209 -| 3/ 209 984 
OTB ($) B32, 82 82 82 82] B22 82 82, 8 82/984 _ 


Example 3: 


A family of four with adjusted family net income of $25,000 paying $920 _ 
per month in rent would receive a total of $1,536 from the OSTC and OEPTC 
over eight payments. Under the proposed OTB, the family would receive 12 equal 
monthly payments. 


2012 | 2013 . 
Jul. | Aug. ‘t im | Nov. ne Jan. | Feb. | Mar. | Apr. : May Jun. | Total” 
Current ($),/ —| 265 119 : 25, 119 25 119} —| 265) 119) 1,536 
OTB ($) 128| 128| 128| 128] 128] 128) 128] 128) 128] 128) 128] 128] 1,536 
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Passing on Business Savings to Consumers 


Under the old Retail Sales Tax, most businesses paid sales tax on their purchases, 
which raised production costs and consumer prices. The HST refunds the 

sales tax paid by most businesses. These refunds (or input tax credits) provide 

a cost saving to businesses that can be passed on to consumers through lower 
prices. Also, for items that are newly taxed under Ontario’s portion of the HST, 


businesses might absorb part of the tax increase due to competitive pressures. 


In both situations, the impact of the HST on consumers is reduced. 


“We're saving this year thousands of dollars from the demise of the PST and the 


introduction of the HST and our customers are — saving... the HST is a : 
_ win- -win for my company and our clients.” 


Brent Kobayashi, President, Kobayashi Ones July 2, 2010. 


A recent study by Professor Michael Smart of the University of Toronto examined 
the impact of the HST on consumer prices in Ontario during the first six months 
of the HST.' The study found that, over this period, the impact of the HST on 
consumers did indeed decline as businesses either passed through savings or 
absorbed part of the tax increase. Professor Smart estimated that by December 
2010, an amount equal to about two-thirds of the saving to businesses from input 


tax credits had already been passed on to consumers through lower prices. 


' Michael Smart, “The Impact of Sales Tax Reform on Ontario Consumers: A First Look at the 


Evidence,” University of Calgary, School of Public Policy, March 2011. 
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Tax Plan Savings to Households 


Ontario’s Tax Plan for Jobs and Growth and the Ontario Clean Energy Benefit 
will result in an overall saving to households. During the first full year of the HST, 
when two of the three Ontario Sales Tax Transition Benefit payments are made, 
Ontario households have a total net saving of $2.5 billion. During the third year, 
when the transitional benefit is no longer available, the net saving is $530 million 


(see Table 1). 


TABLE 1. Total Annual (Saving)/Cost to Households (Full-Year)' 


$ Millions 


Personal income TaxCut (1,130) ~a.130) 
Ontario Sales Tax Credit Enhancement hale apeatet a, OA rr 
Ontario Energy and Property Tax Credit Enhancement _ (925) 925) 
Ontario Sales Tax Transition Benefit, BD) 
‘Norther OntanoEneryCedt ee 
“Children’s Activity Tax Credit”) 0) 0 A mn Gs a (75) 
Ontario Clean Energy Benefit'y (wuts oy yt CO ee 
‘Total Relief for Households _ 6,680) (8,275) 
Pass-Through of Business Savings OS) (1,925) 
Total Savings to Households (2, 525) (530) 


: Updated from january 19, 19, 2011 to include the pass- “through of two- thirds of business input tax credit savings i in 1 year la as 
estimated in Professor Smart’s study “The Impact of Sales Tax Reform on Ontario Consumers: A First Look at the Evidence” (2011). 

? Year 3 figures use the same income tax and credit parameters as year 1 and do not take into account the expected income growth 
resulting from the plan. The HST estimates include additional home purchases and renovations from year 1 to year 3, while the 
number of households is held constant. 

> New home purchases are amortized to reflect a 10 per cent down payment, 25-year mortgage term and 5.15 per cent mortgage 
_tate. Major renovations (> $5,000) are amortized over five years using a 5.15 per cent borrowing rate. 
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Table 2 presents the average saving or cost to Ontario households by income 
range. In the first full year of the HST, households with income up to $300,000 
will, on average, have an overall net saving. In the third year, when the transitional 
benefit is no longer available, households with income under $90,000 — 


representing over two-thirds of the households — will, on average, have a net 


saving. In both years, the net saving generally declines as income rises. 


TABLE 2. Average Annual (Saving)/Cost by Household Income! 


Year 1 Year 3? 

: - Net Al en ores 

Per Cent of : Total (Saving)/: Total (Saving)/ 

Ue a HST’ __ Relief® rin HST’ __Relief* Cost 

$4,000-§20,000 2 es CAZES 30) lO als 455) (260) 
$20,000-$30,000 10! 290970) _{680); 250 (620) _~—_—3 70) 
$30,000-$40,000 0 3600015) (755) 320 (690) 370). 
$40,000-$50,000 9201135) 15)! 380 (680) (300) 
$50,000-$60,000 == 8 | 480 (1,130) (650)! 435 (640) (205). 
$60,000-$70,000 053800130) (595)! 480605) (125) 
$70,000-$80,000 =} 580 (0,160) (580)! 530605) 80). 
$80,000-$90,000 = ;__630__ (1,170) (645)! 570 (605) (35). 
$90,000—$100,000 _ aden beer egnn edt (uel) Slay (920); 640 (625) 15 
$100,000-$125,000 1! 760,290) SO) ape LO ae eo ies 4) 
$125,000-$150,000 7} 855—(1,375) (520); 800715). 
$150,000-$300,000_ 10; 1,040 0,220) 180); 985755) 280. 


Up d from January | 19, 21 2011 to include the pass-through of two-thirds of business input tax credit savings in year 1 as 
estimated in Professor Smart’s study “The Impact of Sales Tax Reform on Ontario Consumers: A First Look at the Evidence” (2011). 
” Year 3 figures use the same income tax and credit parameters as year 1 and do not take into account the expected income growth 
resulting from the plan. The HST estimates include additional home purchases and renovations from year 1 to year 3, while the 
number of households is held constant. 
3 Household income is the sum of pre-tax market income and includes provincial and federal transfers. Households with income 
below $4,000 or above $300,000 are not included due to sampling limitations. 
4 HST is net of pass-through of business savings. 
Includes the Personal Income Tax cut, Ontario Sales Tax Credit enhancement, Ontario Energy and Property Tax Credit 
enhancement, two of the three Ontario Sales Tax Transition Benefit payments, Northern Ontario Energy Credit, Children’s Activity 
Tax Credit, and six months of the Ontario Clean Energy Benefit. 
Includes the Personal Income Tax cut, Ontario Sales Tax Credit enhancement, Ontario Energy and Property Tax Credit 
enhancement, Northern Ontario Energy Credit, Children’s Activity Tax Credit, and a full year of the Ontario Clean Energy Benefit. 
Note: Totals may not add due to rounding SEE Ce ee enn Pe ae 
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Competitive Business Taxes 


Ontario’s Tax Plan for Jobs and Growth provides more than $4.8 billion 

of business tax relief over three years, including reducing the statutory Corporate 
Income Tax (CIT) rate’ for large and small businesses and eliminating the small 
business deduction surtax. This is in addition to HST input tax credits, Capital 
Tax elimination, Business Education Tax (BET) rate reductions and savings from a 


single corporate tax administration. 


These comprehensive tax reforms, when fully implemented, will position Ontario 
as one of the most attractive jurisdictions in the industrialized world for new 
investment. Increased business investment will lead to more jobs and higher 


incomes for Ontarians. 


Reducing Corporate Income Tax Rates 


Ontario’s Tax Plan for Jobs and Growth reduces Ontario’s general statutory 
CIT rate to 10 per cent by 2013. The first step of the plan was implemented on 
July 1, 2010: 


* the general CIT rate was reduced to 12 per cent; 


* the CIT rate on taxable income from manufacturing and processing, mining, 


logging, farming and fishing was reduced to 10 per cent; 
* the small business CIT rate was reduced to 4.5 per cent; and 


¢ the small business deduction surtax was eliminated. 


> The statutory income tax rate is the rate set out in legislation and applies to taxable income. 
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The CIT rate reductions will increase Ontario’s competitiveness within Canada 
and with the province’s largest trading partner, the United States. In 2009, prior 
to the plan, Ontario’s general statutory CIT rate of 14 per cent was the second 
highest provincial CIT rate in Canada. When Ontario’s general CIT rate reaches 
10 per cent in 2013, it will be among the lowest provincial rates in the country. 
Ontario’s tax advantage over the average combined federal—state rate in the 
United States will widen from just over six percentage points in 2009 to almost 


15 percentage points when the CIT rate reductions are fully implemented. 


CHART1. CIT Rates in North America 


Per Cent 


45 = 2009 


30 


SN RAR ARE RE GR RR ES GR Ge Reo: 


Ontario NB BC, QC WE, NL NS, M USA NY GIS CGA 
AB SK | PEI 


Notes; Rates are the combined federal—provincial/ state CIT rates. Rates in 2013 are projected based on legislation and 
information available as of March 1, 2011. Ontario’s CIT rate in 2013 is in effect on July 1, 2013. Includes the current 
legislated rate of New Brunswick in 2013; however, the government has indicated it will not reduce the CIT rate below 
10 per cent. USA is U.S. average rate; GLS is Great Lake States average rate. Averages are weighted by GDP. U.S. rates 
reflect the deductibility of state CIT for federal tax purposes. Michigan’s (MI) rate reflects the portion of the Michigan 
Business Tax levied on income. CA is the California rate. 

Source: Ontario Ministry of Finance. 


253 


2011 Ontario Budget 


Ontario needs to be competitive not only within North America, but also with 


other countries around the world. Ontario’s CIT rate reductions will put Ontario 
in line with the average CIT rate of Organisation for Economic Co-operation and 
Development (OECD) member countries. Ontario’s gap with the average CIT 
rate in the European Union and in other advanced economies such as Hong Kong, 


Singapore, South Korea and Taiwan will also be narrowed. 


CHART 2. Competing in a Global Economy 


Per Cent Corporate Income Tax (CIT) Rate 
45 Actual Projected 
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20 Newly Industrialized Asian Economies 


2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 


Notes; Rates in 2011-14 are projected based on legislation and information available as of March 1, 2011. The Ontario CIT rate 
is the combined federal—provincial CIT rate. Yearly European Union averages only include countries that were members during 
the year. Newly Industrialized Asian Economies include Hong Kong, Singapore, South Korea and Taiwan. 

Sources: OECD, KPMG, European Commission and Ontario Ministry of Finance. 
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Ontario’s CIT rate reductions will also make the business tax structure fairer and 
more efficient. The current tax system provides a preferential CIT rate for income 
from manufacturing and resource activities. Gradually moving to a single CIT rate 
of 10 per cent will make the tax system more neutral across sectors, recognizing 


the service sector as a key source of new technology and high-paying jobs. 


Competitive CIT rates are also important in reducing the revenue loss from 
companies shifting income to lower-tax jurisdictions. With competitive CIT rates, 


Ontario will benefit from higher levels of investment and economic activity. 


Other Tax Measures for Business 


In addition to the CIT rate reductions in the plan, the Province has: 


* introduced the HST, which, when fully implemented, removes 
about $4.5 billion of embedded sales tax paid by business each year, 


allowing businesses to lower prices; 


* eliminated the Capital Tax, widely recognized as a barrier to investment and 


job creation, providing more than $1.6 billion of tax relief per year; and 


* reduced high BET rates, to address the property tax burden of Ontario’s 
businesses and the wide variation in BET rates, saving businesses $540 million 


per year when fully implemented. 


The government has also streamlined the tax system to make it work more 
efficiently and effectively. This complements Ontario’s Open for Business 
initiative, which is aimed at making government faster, smarter and more 


streamlined for families and business. 
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Moving to a single federal corporate tax administration saves businesses over 


$135 million per year in compliance costs. The HST also reduces compliance costs 
for businesses, providing additional savings of more than $500 million per year. 


These savings can be passed through to consumers and reflected in lower prices. 


“The administrative savings will be significant.” | 
Phil Deck, Executive Chairman, MKS Inc., October 14, 2009. 


“The government’s tax package will help us greatly reduce our sales tax compliance 
costs, allowing us to redeploy those funds into the areas of our business that will 
drive long-term value creation.” 


John Baker, President and Chief Executive Officer, Desire2Learn Incorporated, 
June 9, 2010. 


“After a bit of an adjustment period we have found the amount of paper work, 
the fact we don’t have to chase after customers’ PST exempt certificates, and the 
savings on non-PST exempt purchases, to be an enormous benefit.” 


Clearmount Ltd., October 26, 2010. 


“Ontario’s adoption of a harmonized sales tax is helping to drive investment... (and) 
consumer confidence is also on the rise.” 


RBC, Provincial Forecast, February 2011. 


“The HST is crucial to both the short-term recovery and the long-term prosperity of 
Ontario’s manufacturing sector.” 


Chemistry Industry Association of Canada, June 29, 2010. 


“Moving to a harmonized sales tax is very good for the economy and it’s certainly 
going to help with our business competitiveness. It’s in the best interests of the 
economy in the long term.” 


Janet Ecker, President, Toronto Financial Services Alliance, October 10, 2009. 
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Marginal Effective Tax Rates 


In order to assess the impact of business taxes on capital investment, it is 
important to consider not only statutory CIT rates but also other elements of the 


tax system. 


The marginal effective tax rate (METR) provides a comprehensive measure of 
the tax burden on new business investment. It takes into account federal and 


provincial/state CIT, capital taxes and sales taxes. 


The HST and Ontario CIT rate cuts, together with the elimination of Ontario’s 
Capital ‘Tax and federal CIT rate reductions, will lower Ontario’s METR on new 
business investment from 32.8 per cent in 2009 to 16.2 per cent in 2018. The sharp 
reduction in Ontario’s METR to 18.6 per cent in 2010 places Ontario below the 
average rates in 2012 for the United States and OECD member countries. 


This significant improvement in Ontario’s tax competitiveness for new business 
investment will encourage businesses to locate or expand operations in the 
province, leading to more jobs and higher incomes for Ontarians. It is estimated 
that, by 2020, the reduction in the tax burden on new business investment in 
Ontario will lead to $47 billion in capital investment, almost 600,000 net new 


jobs and higher annual incomes of up to 8.8 per cent.° 


3 


Jack M. Mintz, “Ontario’s Bold Move to Create Jobs and Growth,” University of Calgary, 
School of Public Policy, November 2009. 
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CHART3. Cutting Ontario’s METR on New Business Investment in Half 
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Notes, Includes Ontario CIT rate cuts and HST announced in Ontario’s Tax Plan for Jobs and Growth, the phase-out of 
Ontario’s Capital Tax on July 1, 2010, and the reduction in the general federal CIT rate to 15 per cent by 2012. 

The United States and OECD METRs include measures announced as of January 1, 2011. 

Sources. Finance Canada and Ontario Ministry of Finance. 


Tax Support for Innovation 


A federally appointed panel is reviewing the effectiveness of federal support 
for business innovation, including direct spending programs and the Scientific 


Research and Experimental Development (SR&ED) tax incentive program. 


Ontario shares the federal government’s interest in enhancing business innovation, 
a key driver in productivity and competitiveness that helps to ensure long-term 


economic prosperity. 
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The SR&ED program is the federal government’s most significant research 
and development (R&D) incentive, providing stable and reliable tax support 
to businesses of all sizes and across all sectors and regions of the country. 
The SR&ED program is designed to be driven by market needs, leaving it to 


businesses rather than government to determine how and where to conduct R&D. 


The Province looks forward to working with the federal government to 

improve the effectiveness of federal R&D tax support through such measures as 
strengthening administration, enhancing support for collaboration between the 
business and education sectors, and levelling the playing field for small businesses 
that perform R&D. 


While the federal review is an opportunity to enhance the program’s effectiveness, 


the fairness and impartiality provided through tax support should be maintained. 


Taxation of Corporate Groups 


In November 2010, the federal government released a public consultation paper 
on whether a formal system for the taxation of corporate groups should be 
implemented in Canada. Many countries have a formal system for taxation of 


corporate groups. 


The Canadian corporate tax system has unique features that must be respected. 
Provincial governments have responsibility for key programs such as health and 
education, and are entitled to tax the economic activity taking place within their 
jurisdictions. The focus of any changes should be to increase the efficiency and 
competitiveness of the Canadian corporate tax system and ensure that provinces 


receive the revenues to which they are entitled. 
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Improved Administration of the Tax System 


Estate Administration Tax 


The Estate Administration Tax is applied to the value of an estate when the estate’s 
representative applies to the court for a certificate of appointment of estate 
trustee. Currently, court staff of the Ministry of the Attorney General administer 
the tax. The government will propose amendments to the Estate Administration 

Tax Act, 1998 to enhance compliance by integrating the administration of this 

tax with audit and verification functions at the Ministry of Revenue, starting 


January 1, 2013. 


Set-Off and Garnishment 


In 2010, Ontario passed legislative amendments to improve the ability of the 
Canada Revenue Agency (CRA) to collect family support and Crown debts. 
Ontario is committed to continuing to ensure that debts to family dependants 
and to the Crown are collected efficiently and effectively through the coordinated 
efforts of the Ministry of Revenue, program ministries and the CRA. 


Tax Collection Agreement 


The Tax Collection Agreement (TCA) is subject to a mandatory review every 
six years. Ontario will work with the federal government to facilitate the review of 
the TCA in 2011, to ensure consistency with current needs, best practices, new 


technology and the evolving nature of the federal—provincial partnership. 


260 


Chapter Ill: Tax and Pension Systems for Ontario’s Future 


SAAT 


More Efficient Tax Collection 


The government is committed to ensuring that it collects tax debts owed to the 


Province and that it receives tax revenues on a timely basis. 


To enhance the effectiveness of Retail Sales Tax Act (RSTA) clearance certificates 
that are required for sales under the Bulk Sales Act, amendments will be proposed 
to the RSTA to allow the Minister to withhold the issuance of a clearance 
certificate until tax debts under the following statutes are paid or secured: the 
Alcohol and Gaming Regulation and Public Protection Act, 1996; Fuel Tax Act; Gasoline Tax 
Act; Race Tracks Tax Act; and Tobacco Tax Act. 


These amendments would generally apply to bulk sales completed on or after 

July 1, 2011. However, bulk sales under written agreements entered into on or 
before March 29, 2011 would not be subject to the amendments, even if the bulk 
sale is completed on or after July 1, 2011. These proposed amendments would be 
made to the RSTA with effect until June 30, 2013 and, pending a review, would be 


included in successor legislation for the period on or after June 30, 2013. 
In addition, amendments will be proposed to various provincial tax statutes to: 


¢ allow the Province to recover reasonable third-party costs incurred in the 


course of collection activities; 


* extend the period of garnishment for monies to be loaned or advanced from 


90 days to 365 days; 


* standardize provisions concerning director liability and the issuance of 


warrants in certain circumstances; 


* set out deeming rules concerning the receipt of notices of demand and 


requirement sent by registered mail; and 


° allow an appeal to be dismissed if the person appealing has failed to set the 
appeal down for trial within seven years of it being instituted, and allow a notice 


of appeal to be struck down when it does not meet legislative requirements. 
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Technical Measures and Amendments 


Alcohol and Gaming Regulation and Public Protection Act, 1996 
Promotional Product 


To complement the marketing initiatives of the Ontario Wine Strategy and 
Ontario Craft Brewers Strategy, the government proposes to amend Part II, Beer 
and Wine Taxes of the Alcohol and Gaming Regulation and Public Protection Act, 1996 
to introduce an annual exemption of up to 10,000 litres of wine, wine coolers or 
beer distributed without charge. The proposed exemption would be retroactive to 
July 1, 2010, pro-rated based on the manufacturers’ sales year. Beer distributed 
without charge would not qualify for the small beer manufacturers’ tax credit 
under the Taxation Act, 2007. Promotional distribution of beer and wine by 
Ontario manufacturers helps increase awareness of Ontario products and 


encourages tourism. 


Taxation Act, 2007 
Ontario Book Publishing Tax Credit 


The Ontario Book Publishing Tax Credit is a 30 per cent refundable tax credit 
available to Ontario book publishing corporations for qualifying expenditures 

related to publishing and promoting a book by a Canadian author in an eligible 
category of writing. Eligible categories of writing are adult or children’s fiction, 


non-fiction, poetry or biography. 


For expenditures incurred after March 29, 2011, the Budget proposes to change 
the 12-month period for qualifying marketing expenditures to a period beginning 


one year before and ending one year after the date of publication. 
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Income Tax Act 
Ontario Child Care Supplement for Working Families 


To help low-income working families with young children, the government 
proposes to consolidate Ontario Child Care Supplement for Working Families 
(OCCS) payments with Ontario Child Benefit (OCB) payments on a per-child 
basis. If a family’s OCCS entitlement with respect to a child is higher than its 
OCB payment for that child, the family would receive the extra OCCS benefit. 
This means that all families would keep the extra OCCS benefit for each eligible 


child under age seven. 


Mining Tax Act 
Functional Currency 


Ontario mine operators are generally subject to a tax on mining profits under the 
Mining Tax Act. Amendments to the Mining Tax Act will be proposed to allow mine 
operators who are reporting in a functional currency under the Income Tax Act 
(Canada) to elect to file their Ontario mining tax returns in the same functional 
currency. This election would apply until such time as the mine operator revokes 
its functional currency election under the Income Tax Act (Canada) or ceases to 
meet the conditions for functional currency reporting under either the Income Tax 
Act (Canada) or the Mining Tax Act. 


As a result of these amendments, mine operators who follow functional 
currency for CIT purposes would no longer have to prepare a separate set of 
Canadian-dollar financial statements solely for the purposes of filing the Ontario 
mining tax return. The amendments would be based on the functional currency 
rules in the Income Tax Act (Canada) and would apply for taxation years beginning 
after December 31, 2010. 
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Non-Tax Measures 


The government is proposing amendments to the following legislation: 


¢ the Ontario Lottery and Gaming Corporation Act, | 999 to enhance transparency 
and clarity and align with a comprehensive risk-based regulatory framework 
under the Gaming Control Act, 1992; 


¢ the Gaming Control Act, 1992 to support introduction of a comprehensive, 


risk-based regulatory framework for gaming; 


¢ the Election Act requirements governing the format of write-in special ballots, 
to enable Elections Ontario to administer voting by such ballots more 


effectively; and 


¢ the Liquor Control Act to clarify the LCBO’s role in the Ontario Deposit Return 
Program and update language in the act. 
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Other Measures and Technical Amendments 


To improve administrative effectiveness and enforcement, and maintain the integrity 


and equity of Ontario’s tax and revenue collection system, as well as enhance 


legislative clarity and regulatory flexibility to preserve policy intent, amendments 


will be proposed to various tax statutes, and other technical amendments are 


proposed to various other statutes, including amendments to the following: 
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Agricultural and Horticultural 


Organizations Act 


Alcohol and Gaming Regulation 
and Public Protection Act, 1996 


Assessment Act 

Business Corporations Act 
City of Toronto Act, 2006 
Commodity Futures Act 


Comm unity Care Access 


Corporations Act, 2 OO! 


Community Small Business Investment 


Funds Act, 1992 


Compulsory Automobile 


Insurance Act 
Corporations Act 
Corporations Tax Act 


Credit Unions and Caisses 


Populaires Act, 1994 


Education Act 


Election Act 
Electricity Act, 19 98 
Employer A. ealth Tax Act 


Estate Administration Tax 


Act, 1998 


Financial Services Commission of 


Ontario Act, 1997 


Freedom of Information and Protection 


of Privacy Act 

Fuel Tax Act 

Gaming Control Act, 1992 
Gasoline Tax Act 


Healing Arts Radiation 


Protection Act 

Income Tax Act 
Insurance Act 

Land Transfer Tax Act 
Liquor Control Act 
Local Roads Boards Act 
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¢ Management Board of Cabinet Act ¢ Ontario Lottery and Gaming 
Corporation Act, 1999 


¢ Marine Insurance Act 


¢ Mining Tax Act * Pension Benefits Act 


° Ministry of Govern LO ie | tae ° Prepaid Hospital and Medical Services Act 


° Ministry of Revenue Act ¢ Provincial Land Tax Act, 2006 


* Motor Vehicle Accident Claims Act * Race Tracks Tax Act 
* Municipal Act, 2001 * — Registered Insurance Brokers Act 
* North Pickering Development ° Retail Sales Tax Act 
Corporation Act, 1974 ° Tax Increment Financing Act, 2006 
¢ Northern Services Boards Act e Taxation Act, 2007 
* Ontario Clean Energy Benefit ¢ Tobacco Tax Act 
Act, 2010 


¢ Toronto Area Transit Operating 


Authori ty Act 
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Section B: Securing Our Retirement 
Future: Reform of the 
Pension and Retirement 
Income Systems 


Overview 


Ontario is undertaking major reforms to modernize its pension policy framework 
and is playing a leading role in national discussions on improving the retirement 


income system. 


Until these changes, Ontario’s pension legislation had not seen significant reform 
in decades, and there had been little discussion of the retirement income system 
as a whole at the national level. The government has responded to this lack of 
reform, and the impact of the recession on pension plans and plan members, with 
short- and long-term initiatives designed to improve retirement income security 


for Ontarians. 
This comprehensive approach includes: 


¢ reforming Ontario’s employment pension system in a manner that balances 
e ployment p Y' 


the interests of pensioners, pension plan members and plan sponsors; 


* responding creatively to private-sector pension challenges in light of the 


economic downturn; 


* supporting a modest, phased-in, fully funded enhancement to the Canada 
Pension Plan (CPP); and 


° exploring innovative types of pension plans to improve workforce coverage 


cost effectively. 
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Continuing Pension Reform 


Balanced, Modern Pension Legislation 


In 2010, the Ontario legislature unanimously approved two bills that together 
mark the most significant reform of the Pension Benefits Act (PBA) in more than 
20 years. Both bills reflect broad input from Ontarians and recommendations of 


the Expert Commission on Pensions. 


The Pension Benefits Amendment Act, 2010 received Royal Assent on May 18, 2010 
and the Securing Pension Benefits Now and for the Future Act, 2010 received Royal 


Assent on December 8, 2010. Key reforms include: 


¢ modernizing funding rules; 


“ clarifying surplus rules and providing a dispute resolution process to resolve 


surplus entitlement issues; 


¢ making it easier to restructure pension plans affected by corporate 
reorganizations, including those in the public sector, that resulted in split 


pensions, while protecting benefit security; 

* extending the benefits of plan members affected by layotts; 

- eliminating the uncertainty and administrative burden of partial plan 
wind-ups; 

- strengthening regulatory oversight, improving plan administration and 


reducing compliance costs; 


* increasing transparency and access to information for plan members and 


pensioners; and 


. providing for a more sustainable Pension Benefits Guarantee Fund. 
Regulatory amendments will be required to implement many of these new 


provisions. Regulations emerging from the reform process will be posted on 


Ontario’s Regulatory Registry for review by stakeholders. 
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Expert Commission Recommendations 


The Expert Commission on Pensions made a number of wide-ranging 
recommendations. Most of these are already being addressed, but the Commission 
also made suggestions about regulatory institutions and target benefit plans that 


remain under consideration. 


The Financial Services Commission of Ontario (FSCO) regulates 
Ontario-registered pension plans. Steps have been taken in recent years to 
improve FSCO’s regulatory capacity, including additional funding and legislative 
amendments that will enable the regulator, in specified circumstances, to take 


proactive action to protect pension plan beneficiaries. 


The Expert Commission noted that an opportunity exists to further improve and 
modernize FSCO so it would be more responsive to the needs of its stakeholders 
and better able to monitor the plans it regulates. FSCO has made important 
changes, such as improving stakeholder outreach and enhancing its risk-based, 
proactive approach to regulation. The government acknowledges these changes but 
continues to welcome feedback from stakeholders regarding regulatory institutions 


and how they could be improved to ensure efficient and effective operation. 


For example, Ontario pension legislation permits partial “unlocking” of 
locked-in accounts for Ontarians facing financial hardship. ‘To support FSCO’s 
efforts to improve and modernize its processes, the government will review 

the administration of financial-hardship unlocking. During this review, the 
government will extend the current application fee waiver to provide continued 


support to those facing financial hardship as the economy recovers. 


The Expert Commission also endorsed the idea of a new type of pension plan: the 
jointly governed target benefit plan. This type of plan would clearly acknowledge 
that target pension promises involve risk, and attempt to mitigate that risk through 


joint governance. 
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Consistent with the Expert Commission’s recommendation, the government 


proposed in 2010 that target benefit multi-employer pension plans (MEPPs) that 
meet certain criteria — including an ability to reduce accrued benefits under the 
terms of the plan — would be exempted from solvency funding requirements. 


The PBA has recently been amended to provide for target benefits. 


Changes to federal tax rules are needed to facilitate the introduction of 
single-employer target benefit plans. Ontario is currently discussing these changes 


with Finance Canada and other interested stakeholders. 


Implementing Other Pension Reforms 


The government also remains committed to: 


* providing a permanent solvency funding exemption for certain jointly 
sponsored pension plans (JSPPs) and implementing related measures, such as 
enhanced disclosure to plan members and retirees, and prescribing a uniform 
solvency funding threshold of 85 per cent to identify plans required to file 


annual valuations; 


* implementing the provisions for pension division on marriage breakdown set 
out in the Family Statute Law Amendment Act, 2009. Proposed regulations were 


posted for public consultation on March 3, 2011; 


° updating Ontario’s pension investment rules to reflect recent and future 


federal changes; 


* reviewing the funding requirements for target benefit MEPPs with members 


outside Ontario to address issues raised by stakeholders; and 


* signing the multilateral agreement on the regulation of multijurisdictional 


pension plans. 
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In addition, the government proposes to: 


require plans to file Statements of Investment Policies and Procedures 
(SIPPs) with the regulator and disclose whether or not their SIPPs address 


environmental, social or governance factors; 


permit terminating plan members to initiate a direct transfer of their 
lump-sum pension entitlement towards the purchase of a life annuity, 


if allowed under the terms of their plan; 


explore options to handle the benefits of unlocated members of plans that 
are wound up, in whole or in part, so that full and partial wind-ups may be 


completed; and 


update regulatory requirements to reflect recent changes to standards issued 
by professional bodies. For example, regulations would be changed to reflect 
new actuarial standards of practice and the recent adoption of International 


Financial Reporting Standards by Canada’s Accounting Standards Board. 
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Protecting Ontario Pensioners and Workers 


Negative investment returns in 2008 and persistently low, long-term interest 
rates are making it very challenging to fund many defined benefit pension plans. 
Although equity markets recovered somewhat in 2009 and 2010, significant 


losses remain. 


The government responded in 2009 with a temporary solvency funding relief 
program designed to protect Ontario jobs. In 2010, Ontario announced its 
intention to provide a permanent solvency funding exemption for certain JSPPs 
and MEPPs that meet specified criteria. In addition, the government is moving 
forward to clarify and strengthen rules regarding contribution holidays and benefit 


improvements to improve plan funding. 


Pension Benefits Guarantee Fund (PBGF) 


The PBGF provides significant assistance to pension plan members when their 
plans are wound up and plan assets are insufficient to cover promised benefits. 

In light of the recent financial difficulties the PBGE has faced, in 2010 the 
government provided a $500 million grant to stabilize the PBGF in the near term. 


The first actuarial projection study of PBGF premiums and benefits was completed 


in early 2010, confirming that changes were required to make it more sustainable. 
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Given the assistance that the PBGEF provides to plan beneficiaries, the government, 
on August 24, 2010, announced a four-part strategy to mitigate risks and enhance 
the sustainability of the PBGF: 


* build reserves through the $500 million grant, provided in March 2010; 
¢ raise future PBGF revenues by increasing PBGF assessments in 2012; 


* reduce risk to the PBGF by extending the eligibility period for covering new 


plans and benefit improvements from three to five years; and 


. reduce PBGF exposure by strengthening pension funding rules. 


The government is committed to fully implementing this strategy as it moves 


forward with pension reform. 


Nortel Pension Plans 


Pensioners affected by the bankruptcy of Nortel and the termination of the Nortel 
plans have asked the government to provide them with additional choice for 
receiving their benefits. Acknowledging their request, the government is moving 
forward with a solution that respects pensioner choice, coupled with appropriate 


information and disclosure. 


Amendments to the PBA are proposed that would allow Nortel pensioners to 
opt out of the current wind-up process and transfer the lump-sum value of their 
pensions to a life income fund (LIF), consistent with what is currently available to 


plan members who are not yet in receipt of a pension. 


Those who choose to transfer their pensions to a LIF will be able to select their 
own investment strategy, subject to the limits on eligible investments under the 


federal Income Tax Act. 
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AbitibiBowater Pension Plans 


Helping AbitibiBowater restructure and return to financial viability protects 
pensioners, jobs and communities in Ontario and across Canada. The Ontario 
government therefore has agreed to join the Quebec government in providing 
restructuring support to the company. The pension funding relief being provided 
to the AbitibiBowater plans in Ontario is consistent with the funding relief 


measures agreed to by Quebec. 


This pension restructuring was critical to the company’s broader restructuring 
and allowed AbitibiBowater to emerge from bankruptcy protection in 
December 2010 as a stronger company. The proposed funding relief would 
provide AbitibiBowater with a 10-year transition period to return to the full 
funding requirements that apply under the PBA. 
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Strengthening Canada’s Retirement 
Income System 


Canadians are concerned about their ability to secure a steady and predictable 


income in their retirement years. 


While the existing system is sound, recent research indicates that many future 
retirees could have inadequate retirement incomes due to such factors as growing 
longevity, lower personal savings rates and decreasing employment pension plan 
coverage. The trend towards lower earnings replacement for future retirees has 
been documented by various researchers, including Jonathan R. Kesselman, 
Professor and Canada Research Chair in Public Finance at Simon Fraser 
University; Bob Baldwin, pension policy expert; and Jack Mintz, Palmer Chair in 
Public Policy at the University of Calgary. 


In October 2010, Ontario released the discussion paper “Securing Our 
Retirement Future: Consulting with Ontarians on Canada’s Retirement Income 
System,” which outlined the strengths and weaknesses in the current system, and 
measures that might be taken to improve it. In the paper, Ontario proposed a 
two-track approach to strengthening the system: a modest, phased-in and fully 


funded enhancement to the Canada Pension Plan (CPP) and pension innovation. 


Canada Pension Plan Enhancement 


Ontario has made significant progress in strengthening the retirement income 
system, but more remains to be done. The CPP provides a secure, fully indexed, 
defined benefit pension to virtually all working Canadians and it is fully portable 
across Canada. Because of these unique attributes, Ontario remains committed to 


a modest, phased-in and fully funded expansion of the CPP. 


Federal, provincial and territorial Ministers of Finance met in December 2010 to 
continue their ongoing discussion of these important issues. A decision regarding 
the modest enhancement to the CPP was deferred until the summer of 201 i 


when ministers will review specific options. 
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Pension Innovation 


Together with a modest expansion of the CPF the government supports the 
creation of innovative pension options as an effective approach to help Ontarians 
save adequately for their retirement. It believes that both these complementary 
measures must be implemented to ensure that retirement savings are adequate for 


all Canadians. 


The federal government released a framework for an innovative pension option, 
the Pooled Registered Pension Plan (PRPP), in December 2010. A PRPP 

has the potential to expand retirement plan coverage, particularly to small 
business employees and the self-employed. ‘To be successful, it is critical that 
this plan provide a low-cost option that is simple for smaller employers and 

the self-employed to access. It is also critical that plan members’ interests be 


appropriately protected. 


Ontario will continue to work closely with other provinces and territories and the 
federal government to design implementation details based on this framework. 
Joint federal, provincial and territorial stakeholder consultations are currently 


underway and will inform upcoming policy development and discussions. 


In addition, Ontario is exploring the feasibility, design and implementation of 
jointly governed, single-employer target benefit plans with interested stakeholders, 


including Finance Canada. 


Conclusion 


The government remains committed to ongoing reforms that will modernize 
Ontario’s employment pension standards. It is also committed to working with 
its partners in other jurisdictions on national initiatives that will expand coverage, 


promote innovation and enhance retirement savings opportunities for all Ontarians. 
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The total funding requirement for 2010—11 has declined by $7.0 billion from 
the 2010 Budget. 


The forecast for long-term public borrowing for 2011—12 is $35.0 billion, 
which is down by $4.9 billion from the $39.9 billion raised in 2010—1 1, and 
down by $3.8 billion from the forecast for 2011—12 in the 2010 Budget. 


Interest on debt expense in 2010—11 is $434 million lower than forecast in 


— the 20/0 Budget. 


q 


Total debt is projected to be $236.3 billion as at March 31, 2011. 
Net debt is projected to be $217.3 billion as at March 3 ihe ON bd bs 


For 2011-12, the impact of a one per cent increase in interest rates above 


forecast would increase interest on debt by approximately $500 million. 


281 


2011 Ontario Budget 


Long-Term Public Borrowing 


Ontario successfully completed its annual borrowing program in 2010-11, 
despite continuing challenges in global financial markets. The Province’s 
total funding requirement for 2010-11 has declined by $7.0 billion since the 
2010 Budget. 


The Province took advantage of favourable market conditions and robust demand 
for Ontario bonds to pre-borrow for 2011—12. Ontario completed $39.9 billion 
in long-term public borrowing for 2010—11, an increase of $0.2 billion from 

the projection in the 20/0 Budget in spite of the $7.0 billion lower funding 
requirement. This pre-borrowing, combined with a lower deficit forecast for 
2010—11, will allow the Province to increase its cash reserves by $5.6 billion and 
reduce the Province’s short-term borrowing by $1.6 billion compared to the 


2010 Budget forecast. 


Ontario was able to borrow almost 59 per cent in the domestic market 

in 2010-11, up from 49 per cent in 200910. In total, Ontario borrowed 
approximately $23.5 billion in the domestic market in 2010—11, $2.1 billion 
more than in 2009-10. This increase in domestic borrowing reflects strong global 
investor demand for Canadian-dollar assets, the liquidity of Ontario benchmark 


bonds and continuing confidence in the Province of Ontario credit. 


Over the past year, as domestic investors have shown a strong preference for 
longer-term maturities, Ontario has been able to extend the term to maturity 

of its debt and take advantage of the lower interest rate environment. The 
weighted-average term to maturity of long-term Provincial debt issued in 
2010-11 was 12.8 years, longer than the weighted-average term to maturity of 
8.1 years for 2009-10. This term to maturity extension allowed the Province to 
lock in low interest rates for a longer period, which reduces refinancing risks and 
helps offset the impact of expected higher interest rates on the Province’s interest 
on debt (IOD) costs. 
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Long-term public borrowing for 2011-12 is forecast at $35.0 billion, $4.9 billion 
lower than in 2010-11. With a smaller borrowing program and expected ongoing 
strong demand in the domestic market, the Province will be relying less on foreign 


markets to achieve its financing requirement. 


About $23.5 billion, or 59 per cent, of long-term public borrowing was 


completed in the domestic market through a number of instruments, including: 


syndicated issues 
floating rate notes 
Ontario Savings Bonds 


medium-term notes. 


CHART 1. 2010-11 Ontario Borrowing — Domestic Market 


Syndicated Issues 
$21.0B (89%) 


Source: Ontario Financing Authority. 
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In 2010-11, 41 per cent ($16.4 billion) was borrowed in international capital 
markets in a total of eight foreign currencies. Bonds issued in foreign currencies 


were: 


2 global bonds in U.S. dollars 


© Euro Medium-Term Notes (EMTNs) in euros, Japanese yen, Norwegian 
kroner, U.K. pounds sterling, Swiss francs, Australian dollars and Hong 


Kong dollars. 


CHART2. 2010-11 Ontario International Borrowing 


‘add du 


Source; Ontario Financing Authority. 
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TABLE1. 2010—11 Borrowing Program: 


Province and Ontario Electricity Financial Corporation 
($ Billions) 


In-Year 
2010 Budget _Interim Change 


Mee OO OLLEEEREEAELERLEE OA LLRUSAERLRTEELLLA ALAC EEERTLLSALLLE ALACRA aeeeeceeaananaaarnamrpnaan tite ELILOL LIES CLBAL ORLA CSIRO EE UT tio hre paap apap 


Investment in Capital Assets 9.8 a2 (0.2) 


ie oC aa Cee ae Gas. 


‘Debt Maturities | eae ee 


‘Debt Redemptions _ tah... , 0.4 i a 0.6 cae 0.2. 
“Canada Pension Plan Borrowing i } peer (0:3) aa 0. nn 0.0 
_Decrease/(Increase) in in Short. “Term Borrowing (1.6) eer 1.6 


Increase/(Decrease) | in Cash and Cash Equivalents Ne (3.5) 2A 5.6 


TEDL TLE TIDES EELE TITEL RUEE SELLS TLOLLLESE LEE UBER INUIT OLUT UE LE CLLLER LOTUS ELLIE EULAL ROO SULEELOA 


The total funding requirement for 2010—11 has declined by $7.0 billion from the 
2010 Budget. 


Interest on debt expense, at $9,527 million, is $434 million lower than forecast in 


the 2010 Budget. 


The $5.6 billion increase in cash and cash equivalents compared to the 
2010 Budget is the result of pre-borrowing for 2011—12, as the Province took 


advantage of favourable market conditions in late 2010—1 1. 
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TABLE2. Medium-Term Borrowing Outlook: 


Province and Ontario Electricity Financial Corporation 
($ Billions) 


—- ES oe 
Investment in Capital Assets 10.9 IL.o 10.9 
Non-Cash Adjustments 

-NetLoans/Investiennts oc: i woe lies steaeian sce ee ee ast canna 

Debt Maturities 

Total Funding Requirement 40.7 42.3 45.3 
Canada Pension Plan Borrowing (1.1) (0.8) 0.0 
‘Decrease/(Increase) in Short-Term Borrowing = OO) 8) 
Increase/(Decrease) in Cash and Cash Equivalents 2 : AOE 00 eee 


The 2011-12 total funding requirement is primarily the result of the deficit, 


investment in capital assets and refinancing of debt maturities. To meet the 
funding requirement, Ontario will continue to be flexible, monitoring domestic 
and international markets, issuing bonds in different terms and currencies, and 


responding to investor preferences. 


The forecast for long-term public borrowing for 2011—12 is $35.0 billion, which | 
is down by $4.9 billion from the $39.9 billion raised in 2010—11, and down by 
$3.8 billion from the forecast for 2011-12 borrowing in the 2010 Budget. 


Diversification of borrowing sources will continue to be a primary objective 

in 2011-12. Depending on market conditions, the Province plans to borrow 

at least 60 per cent, or $21.0 billion, in the domestic market. With a smaller | 
borrowing program, the Province will be relying less on foreign markets to achieve 
its financing requirement. It is planning to borrow up to $14.0 billion in foreign 
markets, $2.4 billion less than in 2010-11. 
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The Province’s total long-term public borrowing has declined by a cumulative 


$5.4 billion over the next two fiscal years from the forecasts included in 


the 2010 Budget. This decline is primarily due to a decision to pre-borrow 
in 2010-11 and a lower deficit forecast over the next two fiscal years. The 


government will seek approval from the legislature for borrowing authority to 


meet the Province’s requirement. 
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Debt 


Total debt, which represents all borrowing without offsetting financial assets, is 
projected to be $236.3 billion as at March 31, 2011, compared to $212.1 billion 
as at March 31, 2010. 


Ontario’s net debt is the difference between total liabilities and total financial 
assets. Ontario’s net debt is projected to be $217.3 billion as at March 31, 2011 
(March 31, 2010, $193.6 billion). This figure includes the broader public sector’s 
(BPS) net debt of $13.5 billion (March 31, 2010, $14.2 billion). 


Interim 2010—11 results for the Ontario Electricity Financial Corporation 
(OEFC) show a projected excess of revenue over expense of $1.2 billion, reducing 
the Corporation’s unfunded liability (or “stranded debt of the electricity sector”) 
from $14.8 billion as at March 31, 2010 to $13.6 billion as at March 31, 2011. 
Projected 2011-12 OEFC results are an excess of revenue over expense of about 
$1.4 billion, which would reduce the unfunded liability to $12.2 billion as at 
March ‘31/2012; 
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Total Debt Composition 


Total debt consists of bonds issued in the public capital markets, non-public debt, 


treasury bills and U.S. commercial paper. 


Public debt, projected to March 31, 2011, totals $220.3 billion, primarily 
consisting of bonds issued in the domestic and international public markets in 
11 currencies. Ontario also has $16.0 billion outstanding in non-public debt 
issued in Canadian dollars. Non-public debt consists of debt instruments issued 
mainly to public-sector pension funds in Ontario and the Canada Pension Plan 


Investment Board. This debt is not marketable and cannot be traded. 


CHART 3. Total Debt Composition 


C$236.3 Billion Issued 


Non-Public Debt 
$16.08 (7%) 


aoe a 


-| © Canadian dollars 
* U.S. dollars Treasury Bills and U.S. 
* Euros _ Commercial Paper 
¢ New Zealand dollars $17.0B (7%) 
* Swiss francs 
* Japanese yen 
* Australian dollars 
¢ U.K. pounds sterling 
* South African rand 
* Hong Kong dollars 


* Norwegian kroner y — Domestic Bonds 
$139.6B (599%) 


* Syndicated bonds 
¢ Medium-term notes 


* Floating rate notes 

¢ Ontario Savings Bonds 
* Bond auctions 

* Real return bonds 


International Bonds 
$63.7B (27%) 


Source; Ontario Financing Authority. 
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Debt-to-GDP Ratios 


The Province’s net debt-to-GDP ratio is expected to peak at 40.6 per cent in 
2014-15, lower than the 41.8 per cent projected in the 2010 Budget. 


CHART4. Ontario Net Debt-to-GDP 
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CHART5. Ontario Accumulated Deficit-to-GDP 
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In 2010-11, Canada’s and Ontario’s net debt-to-GDP ratios were well below 


those of G7 countries. 


cHART6. Net Debt-to-GDP, Selected Countries and Ontario 


2010-11 
Per Cent 
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20 


Italy France Germany Ontario Canada 


Sources: \nternational Monetary Fund World Economic Outlook (October 2010) and Ontario Financing Authority. 
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Cost of Debt 


The effective interest rate (on a weighted-average basis) on total debt is estimated 
to be 4.52 per cent as at March 31, 2011 (March 31, 2010, 4.58 per cent). For 
comparison, as at March 31, 1991, the effective interest rate on total debt was 


10,92 per cent. 


For 2011-12, the impact of a one percentage point increase in interest rates 
above forecast would increase interest on debt by approximately $500 million for 


the Province. 


CHART7. Effective Interest Rate (Weighted Average) on Total Debt 


Sources: Ontario Public Accounts (1990-2010) and Ontario Financing Authority. 
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Risk Exposure 


The Province limits itself to a maximum net interest rate resetting exposure 

of 35 per cent of debt issued for Provincial purposes and a maximum foreign 
exchange exposure of five per cent of debt issued for Provincial purposes. As at 
February 28, 2011, the net interest rate resetting exposure was 6.9 per cent and 
foreign exchange exposure was 1.0 per cent. All exposures remained well below 


policy limits in 2010-11. 


CHARTS. Net Interest Rate Resetting Exposure 


Percentage of Debt Issued for Provincial Purposes | 


453 19.6 


March 31, 2007 March 31,2008 +§= March 31,2009 ##March 31,2010 February 28, 2011 


Excludes OEFC debt. 
Source: Ontario Financing Authority. 
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CHART9. Foreign Exchange Exposure 
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Consolidated Financial Tables 


TABLE3. Net Debt and Accumulated Deficit: Interim 2011 


($ Millions) 


Interim Plan 


Debt! 


Publicly Held Debt ve 

“Bonds? S—«28, 086 194,362_ 145,398 175,767 _ 201,163 228,908 
__ Treasury Bills i 4249 5,092 9,044 13,914 13895 13,324 
__US. Commercial Paper? e 254 644 2,006 3,087 3,088 3,659 
Infrastructure Ontario (10) 1,262 1,632 1,695 1,920 1,949 1,949 


Canada Pension Plan Investment Board 10,233 4) 10.2330 410,233.21) 10,2335 S10 esa oo 
~ Ontario Teachers’ Pension Fu Find: Saar. rey Coal 4,466 —_ 3,001 1,765 1,205 625 

“Public Service Pension Fund 2,602 2,260 1,981 1,713__—1,403_1,048 

Ontario Public Service Employees’ Union 1,188 1,074 946 814 666 49] 

Pension Fund (OPSEU) 

__ Canada a Mortgage and Housing ( Corporation = NOL mete Glan _ 8il 190 696 635 


‘Unamortized Foreign Exchange Gains/(Losses) _ ab: 161 _9 S ieees 63) 


Total Debt 157,311_ 162,217 _176 — 122 236,343 _ 257,907 
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TABLE 3. Net Debt and Accumulated Deficit: Interim 2011 (cont'd) 
($ Millions) 


Interim Plan 
___ 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 


Total Deb 


(tian 


Albyaties 


Cash and Temporary Investments (6,622) (8,144) (11,878) (17.102) (19,245) (14,621) 
Total Debt Net of Cash and Temporary Investments 150,689 154,073 165,037 195,020 217,098 243,286 
Other Net (Assets)/Liblities® (8,050) (9,697) (8,948) (15,598) (13,274) (15,986) 
Broader Public Sector(BPS) Net Debt 11103 12.240 13.496 14.167 13,523 14,172 
eee tee. 193,742 156,616 169,585 193,589 217,347 241,472. 
Non-Financial Assets® (46,966) _ (90,999) (56,347) _ (62,632) (69,704) | (77,513) 
Socimulated Deficit 106,76 105,617 113,238 130,957 147,643 163,959 


| Includes debt issued by the Provinc 


* Other non-public debt includes Ontario Immigrant Investor Corporation and indirect debt of school boards. 

> Other Net (Assets)/Liabilities include accounts receivable, loans receivable, investments in government business enterprises, 
other assets, accounts payable, accrued liabilities, deferred revenue and capital contributions, pensions and other employee 
future benefits, and other liabilities. 

° Non-financial assets include the tangible capital assets of the Province and BPS. 

Source: Ontario Ministry of Finance. i 


eoeecenenenvonene rao eeceescerscecceccsssesssosenenansancstaescecsesescsccretestsneesnnecetsesteeassesesasesebeeen ronnecte 
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TABLE 4. Medium-Term Outlook: Net Debt and Accumulated Deficit 
($ Billions) 


2012-13 2013-14 


sem ora ear 7. ica dcisstihaicacncsdioantehunineinaineniaaatnene ree M Lin 
Cash and Temporary Investments (14.6) (14.6) 
“Total Debt Net of Cash and Temporary Investments OT __ 288.4 
Other Net (Assets)/Liabilities (17.1) (18.5) 
Broader Public Sector (BPS) NetDebt =» te 14.2 15.0 
Net Debt 264.8 284.8 
Non-Financial Assets (85.7) (92.4) 
Accumulated Deficit eed =r aba aie aes | 179.1 192.4 
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TABLE 5. Debt Maturity Schedule: Interim 2011 
($ Millions) 


Canadian U.S. Japanese Other 2010-11 2009-10 


sicenebstpnnpeses siekehenasenetee shah anaariasenanepeperenenenepanennncnnnensransnenenenenanareancosnany Kehenanenanss 


Year 1 22870 8.223 . 2 47 31,140 33,923 


Year 2 7,405 cha) - = 900 17,472 13,476 
Year 3 eee! 9,004 171 2,330 1,586 24,482 17,325 


Year 4 11,741 9,060 61 = hele 1 21,582 19,333 
Year 5 8,399 4,985 1,170 — PyUG@ 16262, 2 bae 
65,806 36,789 1,402 2,330 4611 110,938 105,689 


on rg at cei : aire awe Vs Gly Te ie 
11—15 years 13,556 = _ = eta d00 12,070 


IRS AS ae aa pee RAS RN ai cara maaan nace ee aren eh TT OTRO Bete SPE eee ALI UU 


16-20 years 12.735 if u @ Teaitti 95735 MONS 609 
21-25 years 17,572 " 7 " fi eal ha2Wt mo ere 


26-45 years? 35,147 & “ 4 Ein) Meyers 


Unamortized Foreign = Sid, (105) ad (65) (69) 132 
Exchange Gains/(Losses) _ PS Ce RR eee 


Total? 174179 44,486~—=—«1,844~=«9029~«805 238,343 


Debt Issued for Provincial 150,812 42,005 1,844 8,850 9,630 209,141 184,684 
Purposes Se ee see eS OATES AMER ET REMI M TON |. pal sc | Ones 
OEFC Debt 23,367 2,481 - 179 Lee a2 ie702 27,438 


"236,343 212,122 


1—5 years 


ene aE OEE EEL R OLE LL EERE Letitia te tetpahebenebeteRtineRS CEE pena tERe Ete, ite IRR aR iC titet: 
6, 


9,029 805 


dollar and South African rand. 


* The longest term to maturity is to June 2, 2054. 

> Total foreign currency denominated debt (before unamortized foreign exchange losses) as at March 31, 2011 is projected to be 
$62.2 billion (2010, $48.9 billion). Of that, $59.9 billion or 96.3 per cent (2010, $48.7 billion or 99.5 per cent) was fully hedged to 
Canadian dollars. 
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TABLE 6. Derivative Portfolio Notional Value: Interim 2011 
($ Millions) 


Interim 
Maturity in 6-10 Over10 2010-11 2009-10 
FiscalYear 2011-12 2012-13 2013-14 2014-15 2015-16 Years __ Years Total —_Total 


Swaps: 

‘nterestrate __—«(10,911—*12,036 10,520 23,883 12,899 23,223 8,174 101,646 __ 91,337 
Cross currency 5810 10,605 10,869 9,722 7,494 16,810 ~ 61310...50328 
Forward foreign 9775 - — ~ ~ - ee! BF sr 
exchange contracts 

Swaptions 43 és = is rm = ori 99393. 


124 173,724 4 18, 037 


Total VALOR 
The table above presents the maturity schedule of the Province’s derivatives 

by type, interim as at March 31, 2011, based on the notional amounts of the 
contracts. Notional amounts represent the volume of outstanding derivative 
contracts and are not indicative of credit risk, market risk or actual cash flows. 
The Province uses derivatives to hedge and to minimize interest costs. Hedges 
are created primarily through swaps. Swaps allow the Province to offset existing 


obligations, converting them into obligations with more desirable characteristics. 
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